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DEFENSE PRODUCTION ACT 
Progress Report—No. 26 





MONDAY, MAY 4, 1953 


CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON DEFENSE PRopUCTION, 
Wash ington, ce 8 


The Joint Committee on Defense Production convened at 11 a.m., 
in room G-—16, Capitol Building, Representative Ralph H. Gamble, 
Vice Chairman, presiding 

Present: Senator Maybank, Representatives Gamble, Talle, Brown, 
and Patman. 

Also present: Senators Saltonstall, Johnston of South Carolina, 
Sparkman, and Smith of North Carolina; Representatives Jones of 
Alabama, Lanham, Rogers of Florida, Forrester, and Pilcher. 

The Vice CHAIRMAN. The meeting will come to order, please. 

Senator Capehart is necessarily away on official business and | 
have been asked to preside at this hearing, which has been called at 
the request of other members of the committee 

The hearing is for the purpose of inquiring into all phases of Defense 
Manpower Policy No. 4, as it relates to textiles, and Notification 38. 
Representatives from the Office of Defense Mobilization, the Muni- 
tions Board, the Armed Services Textile and Apparel Procurement 
Agency, and the General Services Administration have been asked to 
testify. 

There will be certain questions propounded to clear up certain 
situations that have developed. 

Some of the specfic questions on which the agencies have been 
requested to be prepared include: 

The legal authority for Defense Manpower Policy No. 4 and Noti- 
fication 38; the effect of the policy and notification on the procure- 
ment agencies; the reasons for the issuance; the need for further 
continuance; the cost of the program to the Government, and the 
price differentials which result from negotiated contracts; the present 
status of mill operations as related to Notification 38; the extent to 
which Notification 38 changes existing shift operations in different 
areas; interpretation as to what constitutes an 80-hour work week as 
related to shifts; the manufacturers receiving contracts awarded 
through “‘set-asides”’; the methods used in awarding “set-aside’’ con- 
tracts; and complete information on prices paid on negotiated ‘‘set- 
aside’ contracts and on the competitive bids on which the “set- 
asides’ are based. 

| have several documents that should be inserted into the record. 
They are: 

Defense Manpower Policy No. 4; Notification 38; Public Law 413, 
80th Congress (Armed Services Procurement Act of 1947); a letter 
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2 DEFENSE PRODUCTION ACT 
dated January 14, 1952, from the Comptroller General to the Direc- 
tor of the Office of Defense Mobilization; and a letter dated February 
6, 1952, from the Director of the Office of Defense Mobilization to 
the Chairman of the Joint Committee on Defense Production. 

If there is no objection these documents will be inserted mto the 
record 

(The documents referred to follow: 


EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION 
T 


DEFENSE MANPOWER Pouicy No. 4 


Subject: Placement of Procurement in Areas of Current or Imminent ibor 


Surplus 


I. INTRODUCTION 


The aim of the mobilization program is to develop and maintain the necessary 


military and economic strength to carry out the policy of the United States 
to oppose acts of aggression and promote peace. As was declared in Defense 
Manpower Policy Statement No. 1 iccess of the mobilization program requires 
efficient use of all our resources, including manpower as well as facilities. The 


conversion from civilian to military production, unless carefully coordinated, 
would result in dislocations causing serious waste of manpower and facilities 
in many areas, and thereby reducing our defense potential The overriding 
need is to obtain on schedule the goods and services required for defense. In 
achieving this goal, every effort must be made to hold to a minimum any waste 
of manpower which may result from materials shortages and conversion to 
defense productio1 : 
II. PURPOSE 


The purpose of this Defense Manpower Policy No. 4 is to provide for pro- 
curement by negotiated contracts and purchases with responsible concerns 
which are in an area of current or imminent labor surplus (including a surplus 
of manpower possessing skills necessary to the fulfillment of Government con- 
tracts and purchases), in cases where the public interest dictates the need for 
doing so in order to achieve the following objectives: 

(a) To coordinate conversion from the civilian to military production 

(b) To minimize strains and dislocations in the economy resulting from 
such conversion; 

(c) To preserve employee skills necessary to the fulfillment of Govern- 
ment contracts and purchases 

(d) To maintain productive facilities; 

(e) To assure utilization of the Nation’s total manpower potential by 
making use of the manpower resources of each area; and 

(f) To help assure timely delivery of required goods and services by 
locating procurement where the needed manpower and facilities are fully 
available. 

Il]. IMPLEMENTATION 


By virtue of the authority vested in me by Executive Order 10193 and to supple- 
ment the National Manpower Mobilization Policy issued by the President on 
January 17, 1951, and to carry out the purpose set forth above, it is hereby ordered 
that 

1. There is created a Surplus Manpower Committee. The members of the 
committee shall be appointed by the Chairman of the Manpower Policy Com- 
mittee and shall include representation from the Department of Defense, De- 
partment of Labor, Atomic Energy Commission, Defense Production Adminis- 
tration, General Services Administration, Small Defense Plants Administration, 
and National Production Authority. 

2. The Defense Manpower Administration of the Department of Labor will 
certify to the committee the existence of surplus labor areas under standards 
to be established by the Secretary of Labor. 
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3. Upon such certification of surplus labor areas, the committee shall obtain 
from the appropriate manpower and production agencies manpower and facilities 
information which shall include the following: 

a) The nature and extent of the labor surplus involved, including the 
availability of skills necessary to the fulfillment of Government contracts 
and purchases, and the need for preserving these skills in the national interest; 

(b) The nature and extent of the facilities involved, including their suit- 
ability and availability for the fulfillment of Government contracts and 
chases, and the need for maintaining these facilities in the national interest. 

1. The committee shall make findings in appropriate cases that 






pur- 


(a) There exists an area of current or imminent labor surplus, including 
a surplus of manpower possessing skills necessary to the fulfillment of Govern- 
ment contracts; 

b) There exists in such area facilities suitable and available for the em- 
plovee skills found surplus in (a : 

Y The publie interest dictates the need for the negotiation of Government 


rices mig 





contracts, at reasonable prices, in such area although lower }{ 
otherwise be obtainable elsewhere, in order to achieve the purposes of this 
policy as set forth in II, above 

d) Such findings may set forth any other factors which may assist in the 

placement of contracts in such areas including (1) an indication of the dollar 
amount of contracting which is desired to be placed in such area based upon 
the amount and timing of Government needs, and (2) a determination of the 
maximum price differential considered appropriate to effectuate paragraph 
t (c) hereof. 

5. The committee shall report these findings to the Director of Defense Mobili- 
zation with a recommendation that he notify the Department of Defense and the 
General Services Administration that he has concluded that it is in the public 
interest to give preference to such area in the placement of contracts in accordance 
with the findings of the committee. The recommendations of the committee 
shall be reviewed within the Office of Defense Mobilization to determine the rela- 
tionships of such recommendations to other policies affecting procurement for 
which the Office of Defense Mobilization has responsibility, and if there are 
conflicts, they shall be resolved by the Director 

6. On receipt of such notification from the Director of Defense Mobilization, 
the Department of Defense and the General Services Administration shall (a 
determine what procurement contracts can be fulfilled by utilization of the m: 
power skills and facilities described in the committee’s surveys and findings 
take all practicable steps, consistent with other procurement and military ob- 
jectives, other than price, to locate procurement in the areas covered by the 
committee’s findings; and (c) within a reasonable time, report to the Director 
of Defense Mobilization the steps taken, and furnish any other relevant infor- 
mation requested by him. 

7. After receiving reports in accordance with paragraph 6 (c) above, the com- 
mittee shall request from the appropriate agencies information concerning the 
utilization of manpower in the area involved, and shall report to the Director 
the effects of the actions taken, with recommendations as to whether it is necessary 
to continue to give preference to such area in the placement of contracts. 

8. When the application of this policy would have a major effect on the opera- 
tion of an entire industry, appropriate recommendations shall be made to the 
Director relative to that industry in lieu of recommendations relative to specific 
geographical areas. In such cases, after notice to and hearing of interested 
parties, consideration will be given to a separate certification applying to the 
entire industry. 

9. This Manpower Policy No. 4 shall not be deemed to authorize the payment 
of prices higher than ceiling prices established by the Office of Price Stabilization. 

10. The appropriate departments and agencies shall furnish information and 
assist the committee as necessary to carry out this policy. 

11. This policy shall take effect on February 7, 1952. 





Orrice OF DEFENSE MOBILIZATION, 
CHARLES E. Wiuson, Director. 
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JUNE 4, 1952. 
EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION 
[Defense Manpower Policy No. 4, Notification 38] 
Placement of Procurement with the Textile Industry 


NOTIFICATION To DEPARTMENT OF DEFENSE AND GENERAL SERVICES ADMINIS- 
rRATION 


The Surplus Manpower Committee, appointed under Defense Manpower 
Policy No. 4, has reported to the Director of Defense Mobilization its reeommenda- 
tions in the matter of placement of procurement with the textile industry. These ‘ 
recommend&tions have been reviewed within the Office of Defense Mobilizatior 
to determine their relationship to other policies affecting procurement for which 
this Office has responsibility, and no conflicts exist 

The Department of Defense and the General Services Administration are hereby 
notified that upon full consideration, the Director of Defense Mobilization has 
conclude d that it is in the public interest to give preference in the placem«¢ nt of 
Government contracts to the textile industry in accordance with the attached 
recommendations of the Committee and the provisions of Defense Manpower 
Pol cy No t 

The Department of Defense and the General Services Administration are 
requested to submit, within 30 days, copies of the instructions they have issued 
implementing this notification. They are further requested to submit monthly 
reports of the actions taken under this Notification 





OrricE OF DEFENSE MOBILIZATION, 
Joun R. STEELMAN, 
Di ector Acting 


RECOMMENDATIONS OF THE SurPLUS MANPOWER COMMITTEE CONCERNING 
rHE TExTILE INpDUstTRY UNDER DEFENSE MANPOWER Pounicy No. 4 


In accordance with section III, paragraph 8 of Defense Manpower Policy 
No. 4, a panel of the Surplus Manpower Committee held public hearings, begin- 
ning March 20, 1952, on the textile industrv. After consideration of the report 
of that panel, the Committee makes the following recommendations in the interest 
of preserving the skills and maintaining the productive facilities of the textile 


industry They are conceived in terms of the possibilities of the use of govern- 
ment procurement, to whatever extent practicable, for purposes of maintaining 
the effective functioning of the textile industrv as a whole. 


Ac ordingly, it is recommended 
1. That the Department of Defense accelerate procurement and delivery of 
the open-to-buy quantities under appropriations available for the remainder of 
the fiscal year 1952, and take similar action in the first half of fiscal year 1953 as 
soon as the fiscal year 1953 funds become available 
2. That contracts be placed by the Department of Defense and the General 
Services Administration, in accordance with such procedures as will give prefer- 
ence to those manufacturers whose weaving operations (in the case of weaving or 
integrated mills) or whose spinning operations (in the case of spinning mills) 
during the period of performance of such contracts will not be in excess of 80 hours 
per week (not including other supporting activities 
3. That no preference be given in the placement of such contracts to any areas 
or particular cities within areas with respect to this industry 
t. That no provision be made for payment of any price differential. 
OrricE OF DEFENSE MOBILIZATION, 
Artruur S. FLEMMING, 
Chairman, Surplus Manpower Commitiee. 





Approved: 
JoHN R. STEELMAN, 
Director (Acting), 
Office of Defense Mobilization. 
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{[Pusiic Law 413—S80rnH Concress] 


[CHAPTER 65—2pD SEssION] 


H. R. 1366 
AN ACT To facilitate procureme d service vents of the the Na and 
the Air Force, the Coast Guar 1 Ad e for Aero and f 





purposes 


Be at enacted by the Senate and Ho ase of Re preser tatives of the United Ot 
America in Congress assembled, That this Act may be cited as the ‘‘Armed Service 
Procurement Act of 1947.” 

Sec. 2. (a) The provisions of this Act shall be applicable to all purchases and 
contracts for supplies or services made by the Department of the Army, the 
Department of the Navy, the Department of the Air Force, the United States 
Coast Guard, and the National Advisory Committee for Aeronauties (each being 
hereinafter called the agency), for the use of any such agency or otherwise, and t 
be paid for from appropriated funds 

(b) It is the declared policy of the Congress that a fair proportion of the total 
purchases and contracts for supplies and services for the Government shall be 
placed with small business concerns. Whenever it is proposed to make a contract 
or purchase in excess of $10,000 by negotiation and without advertising, pursuant 
to the authority of paragraph (7) or (8) of section 2 (c) of this Act, suitable advance 
publicity, as determined by the agency head with due regard to the type of supplie 
involved and other relevant considerations, shall be given for a period of at least 
fifteen days, wherever practicable, as determined by the agency head. 

(ce) All purchases and contracts for supplies and services shall be made by ad- 
vertising, as provided in section 3, except that such purchases and contracts may 
be negotiated by the agency head without advertising if 

(1) determined to be necessary in the public interest during the period of 
a national emergency declared by the President or by the Congress 

(2) the public exigency will not admit of the delay incident to advertising; 

(3) the aggregate amount involved does not exceed $1,000; 

(4) for personal or professional services; 

(5) for any service to be rendered by any university, college, or other 
educational institution ; 

(6) the supplies or services are to be procured and used outside the limits 
of the United States and its possessions; 

(7) for medicines or medical supplies 

(8) for supplies purchased for authorized resale 

(9) for perishable subsistence supplies 

(10) for supplies or services for which it is impracticable to secure compe- 
tition ; 

(11) the agency head determines that the purchase or contract is for 
experimental, developmental, or research work, or for the manufacture or 
furnishing of supplies for experimentation, development, research, or test: 
Provided, That beginning six months after the effective date of this Act and 
at the end of each six-month period thereafter, there shall be furnish 
the Congress a report setting forth the name of each contractor with whom 
a contract has been entered into pursuant to this subsection (11) since the 
date of the last such report, the amount of the contract, and, with due 
consideration given to the national security, a description of the work 
required to be performed thereunder; 

(12) for supplies or services as to which the agency head determines that 
the character, ingredients, or components thereof are such that the purchase 
or contract should not be publicly disclosed 

(13) for equipment which the agency head determines to be technical equip- 
ment, and as to which he determines that the procurement thereof without 
advertising is necessary in order to assure standardization of equipment and 
interchangeability of parts and that such standardization and interchange- 
ability is necessary in the public interest; 

(14) for supplies of a technical or specialized nature requiring a substantial 
initial investment or an extended period of preparation for manufacture, as 
determined by the agency head, when he determines that advertising and 
competitive bidding may require duplication of investment or preparation 
already made, or will unduly delay procurement of such supplies; 
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15) for supplies or services as to which the agency head determines that 
the bid prices after advertising therefor are not reasonable or have not been 
independently arrived at in open competition: Provided, That no negotiated 
purchase or contract may be entered into under this paragraph after the 
rejection of all bids received unless (A) notification of the intention to negoti- 
ate and reasonable opportunity to negotiate shall have been given by the 
agency head to each responsible bidder, (B) the negotiated price is lower than 
the lowest rejected bid price of a responsible bidder, as determined by the 
agency head, and (C) such negotiated price is the lowest negotiated price 
offered by any responsible supplier; 

16) the agency head determines that it is in the interest of the national 
defense that any plant, mine, or facility or any producer, manufacturer, or 
other supplier be made or kept available for furnishing supplies or services in 
the event of a national emergency, or that the interest either of industrial 
mobilization in case of such an emergency, or of the national defense in main- 
taining active engineering, research and development, are otherwise sub- 
served: Provided, That beginning six months after the effective date of this 
Act and at the end of each six-month period thereafter, there shall be furnished 
to the Congress a report setting forth the name of each contractor with whom 
a contract has been entered into pursuant to this subsection (16) since the 
date of the last such report, the amount of the contract, and, with due con- 
sideration given to the national security, a description of the work required 
to be performed thereunder; or 

17) otherwise authorized by law. 

(d) If in the opinion of the agency head bids received after advertising evidence 
anv violation of the antitrust laws he shall refer such bids to the Attorney General 
for appropriate action. 

(e) This section shall not be construed to (A) authorize the erection, repair, 
or furnishing of any publie building or public improvement, but such authoriza- 
tion shall be required in the same manner as heretofore, or (B) permit any con- 
tract for the construction or repair of buildings, roads, sidewalks, sewers, mains, 
or similar items to be negotiated without advertising as required by section 3, 
unless such contract is to be performed outside the continental United States or 
unless negotiation of such contract is authorized by the provisions of paragraph 
3}.. (2). Ge; 100), 121 (12), or (15) of subsection (ec) of this section. 

Sec. 3. Whenever advertising is required 

(a) The advertisement for bids shall be a sufficient time previous to the purchase 
or contract, and specifications and invitations for bids shall permit such full and 
free competition as is consistent with the procurement of types of supplies and 
services necessary to meet the requirements of the agency concerned. 

(b) All bids shall be publicly opened at the time and place stated in the ad- 
vertisement Award shal! be made with reasonable promptness by written notice 
to that responsible bidder whose bid, conforming to the invitation for bids, will 
be most advantageous to the Government, price and other factors considered: 
Provided, That all bids may be rejected when the agency head determines that it 
is in the public interest so to do. 

Sec, 4. (a) Except as provided in subsection (b) of this section, contracts nego- 





tiated pursuant to section 2 (c) may be of any type which in the opinion of the 
agency head will promote the best interests of the Government. Every contract 


negotiated pursuant to section 2 (c) shall contain a suitable warranty, as deter- 


mined by the agency head, by the contractor that no person or selling agency has 
been employed or retained to solicit or secure such contract upon an agreement or 
understanding for a commission, percentage, brokerage or contingent fee, excepting 
bona fide employees or bona fide established commercial or selling agencies main- 
tained by the contractor for the purpose of securing business, for the breach or 
violation of which warranty the Government shall have the right to annul such 
contract without liability or in its discretion to deduct from the contract price 
or consideration the full amount of such commission, percentage, brokerage, or 
contingent fee 

(b) The cost-plus-a-percentage-of-cost system of contracting shall not be used, 
and in the case of a cost-plus-a-fixed-fee contract the fee shall not exceed 10 per 
centum of the estimated cost of the contract, exclusive of the fee, as determined 
by the agency head at the time of entering into such contract (except that a fee 
not in excess of 15 per centum of such estimated cost is authorized in any such 
contract forexperimental, developmental, or research work and that a fee inclusive 
of the contractor’s costs and not in excess of 6 per centum of the estimated cost, 
exclusive of fees, as determined by the agency head at the time of entering into 
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the contract, of the project to which such fee is applicable is authorized in con- 
tracts for architectural or engineering services relating te any public works or 
utility project). Neither a cost nor a cost-plus-a-fixed-fee contract nor an 
incentive-type contract shall be used unless the agency head determines that such 
method of contracting is likely to be less costly than other methods or that itis 
impractical to secure supplies or services of the kind or quality required without 
the use of a cost or cost-plus-a-fixed-fee contract or an incentive-type contract, 
All cost and cost-plus-a-fixed-fee contracts shall provide for advance notification 
by the contractor to the procuring agency of any subcontract thereunder on a 
cost-plus-a-fixed-fee basis and of any fixed-price subcontract or purchase order 
which exceeds in dollar amount either $25,000 or 5 per centum of the total 
estimated cost of the prime contract; and a procuring agency, through any author- 
ized representative thereof, shall have the right to inspect the plants and to audit 
the ‘books and records of any prime contractor or subcontractor engaged in the 
performance of a cost or cost-plus-a-fixed-fee contract. 

Src. 5. (a) The agency head may make advance payments under negotiated 
contracts heretofore or hereafter executed in any amount not exceeding the 
contract price upon such terms as the parties shall agree: Provided, That advance 
payments shall be made only upon adequate security and if the agency head 
determines that provision for such advance payments is in the public interest or 
in the interest of the national defense and is necessary and appropriate in order 
to procure required supplies or services under the contract. 

(b) The terms governing advance payments may include as security provision 
for, and upon inclusion of such provision there shall thereby be created, a lien 
in favor of the Government, paramount to all other liens, upon the supplies 
contracted for, upon the credit balance in any special account in which such pay- 
ments may be deposited and upon such of the material and other property ac- 
quired for performance of the contract as the parties shall agree. 

Sec. 6. Whenever any contract made on behalf of the Government by the 
agency head or by officers authorized by him so to do ineludes a provision for 
liquidated damages for delay, the Comptroller General on the recommendation 
of the agency head is authorized and empowered to remit the whole or any part 
of such damages as in his discretion may be just and equitable 

Src. 7. (a) The determinations and decisions provided in this Act to be made 
by the agency head may be made with respect to individuel purchases and con- 
tracts or with respect to classes of purchases or contracts, and shall be final 
Kxeept as provided in subsection (b) of this section, the agency head is authorized 
to delegate his powers provided by this Act, including the making of such deter- 
ninations and decisions, in his discretion and subject to his direction, to any 
other officer or officers or officials of the agency. 

(b) The power of the agency head to make the determinations or decisions 
specified in paragraphs (12), (13), (14), (15), and (16) of section 2 (ce) and in sec- 
tion 5 (a) shall not be delegable, and the power to make the determinations or 
decisions specified in paragraph (11) of section 2 (c) shall be delegable only to a 
chief officer responsible for procurement and only with respect to contracts which 
will not require the expenditure of more than $25,000. 

(c) Each determination or decision required by paragraphs (11), (12), (13 





(14), (15), or (16) of section 2 (c), by section 4 or by section 5 (a) shall be based 
upon written findings made by the official making such determination, which 
findings shall be final and shall be available within the agency for a period of at 
least six vears following the date of the determination. \ copy of the findings 
shall be submitted to the General Accounting Office with the contract. 

d) If any case where any purchase or contract is negotiated pursuant to the 
provisions of section 2 (c), except in a case covered by paragraphs (2), (3), (4), (5 
or (6) thereof, the data with respect to the negotiation shall be preserved in the 
files of the agency for a period of six years following final payment on such con- 
tract. 

Sec. 8. No purchase or contract shall be exempt from the Act of June 30, 1936, 
as amended (49 Stat. 2036, as amended by the Act of June 28, 1940, 54 Stat. 681, 
and by the Act of May 13, 1942, 56 Stat. 277; U. S. C., title 41, secs. 35 to 45) 
or from the Act of March 3, 1931, as amended (46 Stat. 1494, as amended by the 
Act of August 30, 1935, 49 Stat. 1011, and by the Act of June 15, 1940, 54 Stat. 399; 
U.S. C., title 40, sees. 276a to 276a—6), solely by reason of having been entered into 
pursuant to section 2 (c) hereof without advertising, and the provisions of said 
Acts and of the Act of June 19, 1912, as amended (37 Stat. 137, as amended by the 
Act of September 9, 1940, 54 Stat. 884; U.S. C., title 40, sees. 324 and 325a_, if 
otherwise applicable, shall apply to such purchases and contracts. 
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see. 9. As used herein 

a) The term ‘‘agency head”’ shall mean the Secretary, Under Secretary (if any), 
or any Assistant Secretarv of the Army, of the Navy, or of the Air Force; the 
Commandant, United States Coast Guard, Treasury Department; and the Execu- 
tive Secretary, National Advisory Committee for Aeronautics; respectively. 

b) The term ‘‘supplies’”’ shall mean all property except land, ana shall include, 
by way of description and without limitation, publie works, buildings, facilities, 
ships, floating equipment, and vessels of every character, type and description, 
aircraft, parts, accessories, equipment, machine tools ana aiteration or installation 
thereof 

Sec. 10. In order to facilitate the procurement of supplies and services by each 
agehey for others and the joint procurement of supplies and services required by 
such agencies, subject to the limitations contained in section 7 of this Act, each 
agency head may make such assignments and delegations of procurement respon- 
sibilities within his agency as he may deem necessary or desirable, and the agency 
heads or any of them by mutual azreement May make such assignments and 
delegations of procurement responsibilities from one agency to any other or to 
officers or civilian employees of any such agency, and may create such joint or 
combined offices to exercise such procurement responsibilities, as they may deem 
necessary or desirable. Appropriations available to any such agency shall be 
available for obligation for procurement as provided for in such appropriations 
by any other agency through administrative allotments in such amount as May 
be authorized by the head of the allotting agency without transfer of funds on 
the books of the Treasury Department Disbursing officers of the allotting 
agency may make disbursements chargeable to such allotments upon vouchers 
certified by officers or civilian emplovees of the procuring agency 

Sec. 11. (a) The following Acts are hereby repealed: 





Revised Statutes, section 3716 (1 sb. ¢ title 10, see. 1202 

Revised Statutes, section 3717 (U.S. C., title 41, sec. 9); 

Revised Statutes, section 3718 (U.S. C., title 34, see. 561 

Revised Statutes, section 3719 (U.S. C., title 34, see. 562 

Revised Statutes, section 3720 (U.S. C title 34, sec 

Revised Statutes, section 3721, as amended 0. Bi 34, sees. 569-570) - 
Revised Statutes, section 3722 (U.S. C., title 34, sec 

Revised Statutes, section 3723 (U.S. ¢ title 34, sec 

Revised Statutes, section 3724 (U.S. C., title 34, sec 

Revised Statutes, section 3726 (U.S. ¢ title 34, sec 

Revised Statutes, section 3727 (U.S. C., title 34, sec 

Revised Statutes, section 3729 (U.S. C., title 34, see 

Act of June 14, 187 8, Numbered 30 (20 Stat. 253: U. title 34, see. 565 
Act of March 3, 1893 (ch. 212, sec. 1, 27 Stat. 732; U.S. ¢ 


f ‘., title 34, sec. 566 
Act of March 2, 1907 (ch. 2512, 34 Stat. 1193; C., title 34, sec. 571); 

Act of March 4, 1913 (ch. 148, 37 Stat. 904; U.S. C., title 34, see. 575); 

Act of June 30. 1914 (ch. 130, 38 Stat. 398: U.S. C.. title 34, see. 567): 

Act of May 15, 1936 (ch. 400, 49 Stat. 1277; U.S. C., title 10, sec. 1199 (a) 

Act of July 13, 1939 (ch. 265, 53 Stat. 1000; [ S. C., title 10, see. 313 

b) The following Acts shall not apply to the procurement of supplies or services 
by the Department of the Army, the Department of the Navy, the Department 
of the Air Force, the United States Coast Guard, Treasury Department, or the 
National Advisory Committee for Aeronautics 

Revised Statutes, section 3709, as amended (U.S. C., title 41, see. 5); 

Revised Statutes, section 3735 (U.S. C., title 41, see. 13); 

Act of October 10, 1940, ch. 851, sec. 1, 54 Stat. 1109, as amended (U. 8. C 
title 41, sees. 6 and 6a 

(c) The following parts of Acts are hereby repealed 

1) That portion of the Act making appropriations for fortifications, approved 
February 24, 1891 (26 Stat. 769), relating to ‘‘Armament of fortifications’, which 
reads as follows: ‘‘ Provided, _ at no contract for the expenditure of any portion 
of the money herein provided, « r that may be hereafter provided, for the purchase 
of steel shall be made until the same shall have been submitted to public compe- 
tition by the Department by advertisement.” 

2) Those portions of the Army Appropriation Acts approved March 2, 1901 
ch. 803, 31 Stat. 905; U. S. C., title 10, see. 1201); and June 30, 1902 (32 Stat. 
514), relating to ‘“Quartermaster’s Department, Regular Supplies’, which read 


Se 


as follows: ‘‘Provided further, That hereafter, except in cases of emergeney or 
where it is impracticable to secure competition, the purchase of all supplies for 
the use of the various departments and posts of the Army and of the branches of 


& 
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the Army service shall only be made after advertisement, and shall be purchased 
where the same can be purchased the cheapest, quality and cost of transportatior 
and the interests of the Government considered.’ 

(3) That portion of the Army Appropriation Act approved June 12, 1906 
(ch. 3078, 34 Stat. 258; U.S. C.., title 10, sec. 1205), relating to “‘Ordnance Depart 
ment’’, which reads as follows Hereafter the purchase of supplies and the pro 
curement of services for all branches of the Army service may be made in oper 
market, in the manner common among businessmen, when the aggregate of the 


amount required does not exceed five hundred dollars; but every such pureh: 


exceeding one hundred dollars shall be promptly reported to the Secretary of Wat 
for approval, under such regulations as he may prescribe.” 

(4) That portion of the Army Appropriation Act, approved May I1, 1908 
(ch. 163, 35 Stat. 125; U.S. C.., title 10, see. 1199), relating to ‘Ordnance Depart- 


ist 





ment’’, which reads as follows Whenever proposals are invited for the furnishing 
of articles of ordnance property, the character of which or the ingredients thereof 
are of such a nature that the interests of the public service would be injured |} 





publicly divulging them, the ¢ ‘f of Ordnance is authorized to purchase suc! 
articles in such manner as he may deem most economical and efficient.” 

5) That portion of the War Department Appropriation Act, approved May 15 
1936 (49 Stat. 1299), relating to ‘‘Arms, uniforms, equipment, and so fort] 
field service, National Guard’’, which reads as follow Provided, That specifiea 
tions for motor vehicles, which shall be so drawn as to admit of competition, shall 
to the extent otherwise practicable conform with the requirements of the National 
Guard.” 

d) All other laws and parts of laws to the extent that they are inconsistent 
with this Act are herebv repealed 

Sec. 12. The Secretary of the Navy shall have the same authority with respect 





to contracts of the Department of the Navy as the Secretary of the Army has wit 
respect to contracts of the Department of the Army under the Act of April 10 
1878, as amended (20 Stat. 36, as amended by the Act of March 3, 1883, 22 Stat 
187; U.S. C., title 5, sec. 218 The Secretary of the Army and the S« tar ) 
the Air Force shall have the same authority with respect to emergency purchases 
of war material abroad as the Secretary of the Navy has with respect to suc} 
purchases under the Act of June 30, 1914 (38 Stat. 399; U.S. C., title 34, sec. 568 

SEC 13. This Act shall become effective ninety davs after the date of enact 
ment 


Approved February 19, 1948 


COMPTROLLER GENERAL OF THE UNITED STATES 
Wasi ngton 25, January 14, 195 
The DrrecTor, 
Office of Defense Molt zation 


My Dear Mr. Witson: Reference is made to vour letter of January 2, 1952 
requesting to be advised whether certain procurement procedures outlined there- 
in are authorized by law, so as to permit the expenditure of public funds undet 
contracts awarded in accordance therewith 

Before setting forth such modified procedures it appears desirable to fir 
review the authorities referred to in your letter as a basis therefor and the pur- 
poses the said procedures are intended to accomplis! 

Section 2 of the Defense Production Act of 1950, approved September 8, 1950 
(64 Stat. 815), declares t é 
gression and promote peace, and to develop and maintain the necessary military 
and economic strength to carry out this policy. The said section further states 
that 





1e policy of the United States to be to oppose acts of 





. * Under present circumstances, this task requires diversion of cet 
tain materials and facilities from civilian use to military and related purposes 
It requires expansion of productive facilities beyond the levels needed to meet 
the civilian demand. In order that this diversion and expansion may proceed at 
once, and that the national economy may be maintained with the maximum effec- 
tiveness and the least hardship, normal civilian production and purchases must 
be curtailed and redirected 

“It is the objective of this act to provide the President with authority to ac- 
complish these adjustments in the operation of the economy It is the intention 
of the Congress that the President shall use the powers conferred by this act to 
promote the national defense, by meeting, promptly and effectively, the require- 





10 DEFENSE PRODUCTION ACT 


ments of military programs in support of our national security and foreign policy 


objectives, and by preventing undue strains and dislocations upon wages, prices, 
and production or distribution of materials for civilian use, within the frame- 
work, as far as practicable, of the American system of competitive enterprise.” 


3y Executive Order No. 10193 of December 16, 1950, the President established 
the Office of Defense Mobilization, and provided that its Director should, on be- 
half of the President, direct, control, and coordinate all mobilization activities 
of the executive branch of the Government, in luding but not limited to pro- 
duction, procurement, manpower, stabilization, and transport activities; that 
the Directo should issue such directives, consonant with law, on po.cy and 
operations to the Federal agencies and departments as might be necessary to 


carry out the programs developed, the policies established, and the decisions 





made by the Director; and that it was the duty of all such agencies and depart- 
ments to execute these directives 


The national manpower mobilization policy promulgated by the President on 
January 17, 1951, states, in effect, that the primary aim of manpower mobiliza- 
tion is to safeguard our national security through proper use of our human re- 
that the manpower needed for the Armed Forces, defense production, 


source 


civilian defense, agriculture, and essential civilian supply are integral parts of 





the mobilization program; and that failure to utilize manpower properly would 
reduce our defense potential Phe poilcy also states that 

Production will be scheduled, materials allocated and procurement distributed 
with careful consideration of available manpower. Whenever feasible from an 
economic and security undpoint, production facilities, contracts, and significant 
subcontracts will be located at the sources of labor supply In pre ference to moving 
the labor supply.” 

Defense Manpower Policy Statement No. 1, effective August 2, 1951, issued by 





the Director of D fense Mobilization, ImMpleme nted the Nation: Manpower Mo- 
bilization Policy by directing, in part, that production and procurement agencies 
should take special notice of conditions of high levels of current or expected 
unemployment in given areas as reported by the Defense Manpower Administra- 
tion, and consistent with other procurement considerations, should make every 
effort to assign material allocations and procurement contracts to such areas 

It is stated in vour letter that, under the authority vested in vou as the 
Director of the Office of Defense Mobilization, you have determined that, in order 
to carry out the purposes of the Defense Production Act, Executive Order 10193, 
and the National Manpower Mobilization Policy, you contemplate the implemer 


tation of such policy statement with respect to procurement in cases where the 
public interest dictates the need for negotiation of contracts and pure hases in 
order to (1 achieve coordination of conversion from civilian to military pro- 
duction; (2) minimize strains and dislocations in the economy 3) preserve 


employee skills; (4) maintain productive facilities; and (5) assure utilization of 
the Nation’s total manpower potential by making use of each area’s manpower 
resources, by the procedures outlined therein as follows: 

(a) Procurement by negotiated contracts and purchases with responsible 
concerns which (1) are in an area of current or imminent labor surplus (includ- 
ing a surplus of manpower possessing skills necessary to the fulfillment of 
defense contracts and purchases); or (2) are in an industry having current or 
imminent critical unemployment (including unemployment of manpower possess- 
ing skills necessary to the fulfillment of defense contracts and purchases 

‘(b) The making of such contracts through competition within such ar 
industry or through negotiation within such area or industry, althoug 
prices might otherwise be obtainable; 

‘(c) Where necessary to maintain productive facilities, the making of awards 
to responsible concerns, within such area or industry, at reasonable prices al- 
though not the lowest prices obtainable; and 

“(d) Procurement by negotiation and in such procurement the making of 
awards to responsible concerns at reasonable prices even though not the lowest 
prices obtainable, in cases where doing so will result in prime contracts with 
contractors who will subcontract in a manner which will accomplish the objec- 
tives stated in the preceding paragraphs.”’ 

It is suggested in your letter that authority for the making of contracts by 
negotiation, rather than by advertising, in order to permit the military depart- 
ments to accomplish the objectives described above, is contained in section 2 (e) 
(1)-of the Armed Services Procurement Act of 1947, (62 Stat. 21). 

As your letter apparently recognizes, there is nothing in the Defense Produc- 
tion Act of 1950, as amended, which, of itself, authorizes generally the negotiation 
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of Government contrac rr a disregard of nor procurement procedures Ir 
‘reftore, the question vou present Is merelv whether ti Armed 
Act of 1947 authorizes the procedure involved 
s required ction 3 of the Armed Services Procurement 
ew . hs ae ab ble bidder ; 
for bids, wi e most advantageous to the Gove el 
yrs ? lered | } bye } such cases } j 
orize award to other than the lo idder so on the basis 
' ce _ pu lie = rl 28 ( ol ) ( f 662 
Che same reasonin lL « | mn, would be pli vith respect to ‘cher 
bidder located in a distressed labor area, althou a bidder in a distressed labor 
area might have an advantage in the ease of bids, B—-88826. Au 29 1949 
Therefore if an award is made rsué to sec 3 of the Ar d Services 
Procurement Act of 1947 Act of 19 fact tl 1 bidd 3 located a distressed 
labor area mav not be considered in making the ward except in the case of tie 
low bids 
On the other hand, section 2 (« 1) of the Armed Services Procurement Act 
of 1947 authorizes the negotiation of contracts it advertising, when de- 
termined by the agency, ead to be nee Al ] ( ( j he 
period of a national em¢ declared by e President Suc ‘ nal 
emergency was proclaimed by the President on December 16, 1950 Despite 
such authority, it would not normally appear to be in the pul int for 
the m tary departmen s to make awards ‘Ontract t 1 fir or grout f rme 
when it Is Known at the e that the services or supp are obtainablk sew here 
at a lower pric If. however, the militarv establishn s determine that. for in 
reasons set forth in vour letter, it is necessary the publie inter a . 
be made in specific instances at prices other thar e lowest which might be 
obtainable, this Office will not be required to objeet to otherwise prior paymer 
cts s ard lerstood, of course, that, if in its review 
rt ns of the V pe f I sues ) ti (thie ( S at. the as heer 
an improper exercise of authority to 1 tracts and make awards for the 
purpose indicated, it may be necessa such instances to the ( sTess 


for its consideration or to take such other action as may be warranted. 


l 


Sincerely yours 


Comptroll General f the United St 


OFFICE OF DEFENSE MOBILIZATION 
Washington, D. C., February 6, 1952 

My Dear SENATOR MayBANnk: In view of the interest of your committee in 
the activities of the mobilization agencies, | am forwarding herewith a copy of 
Defense Manpower Policy No. 4, concerning placement of procurement in areas 
of labor surplus, which was signed yesterday 

As the policy states, it deals with the problem of achieving and maintaining a 
high defense potential through proper utilization of manpower, and minimizing 
waste of manpower which may result from the necessary diversion of materials 
and facilities from civilian to defense production 





Since the policy is concerned primarily with ms of conversion from 
civilian to military production, the situations to applies will in most 


instances be limited to those arising after the Korean attack and the beginning 


of our present mobilization effort. 

The policy is not, and cannot be, designed to cure all the economic ills of 
whole industries which may be in a depressed condition due to many long-range 
factors other than materials shortages and conversion to defé oduction 
For example, it would appear from the information now available the textile 





and garment industries have historical problems which this policy cannot cure. 
In anv such situation, involving major effects on an entire industry, no action 
will be taken until there have been notice to and public hearings for all interested 
parties. The reason for this is that in an industry of this type we cannot risk 
creating more manpower problems than we cur It is expected that if such a 
case arises a hearing would brin 
results can be avoided. 

Among other things, the Congress and the President have charged me with 
responsibility for minimizing strains and dislocations in the economy during the 
conversion from civilian to defense productior I am convinced that it is my 


out all considerations so that such undesirable 


Oo 
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duty, while obtaining the goods and services required for the defense of our 
country, to attempt to prevent any waste of manpower which can be used to 
increase our defense potential. 
Sincerely yours, 
CHARLES E. WILSON. 

The Vice CuarrMan. The scope, effect, and authority for Defense 
Manpower Policy No. 4 were the subject of a hearing before the joint 
committee on February 6, 1952, a day prior to the effective date of 
Defense Manpower Policy No. 4. Notification 38 was issued on June 
1, 1952. 

The first witness will be Senator Saltonstall, of Massachusetts, who 
has asked to be heard. I understand you have a statement that you 
wish to put into the record. You also wish to supplement that by an 
oral statement. Your prepared statement will be inserted at the end 
of your oral statement. 


STATEMENT OF LEVERETT SALTONSTALL, A UNITED STATES 
SENATOR FROM THE STATE OF MASSACHUSETTS 


Senator SALTONSTALL. Mr. Chairman, I will supplement my pre- 
pared statement very briefly, because I know Mr. Flemming wants to 
be heard and he has a White House appointment 

] appreciate the courtesy as a Senator of being put on first and | 
won't abuse that privilege. 

[ just want to say this, Mr. Chairman: In Massachusetts, we have 
today the one city that is in a class by itself, an unfortunate class, of 
having over 18 percent of its labor force unemployed. ‘That is the 
city of Lawrence. 

Then we have, in addition to that, the Fall River and Lowell areas, 
which have been certified by the Department of Labor as class IV 
labor surplus areas, and the Providence, R. 1., area which includes 
Attleboro, Mass., and surrounding towns, has been similarly classified. 
Several other Massachusetts areas have close to 6 percent unemploy- 
ment 

Our problem 

Senator MaysBaNnk. Does the Senator mind yielding? 

Senator SALTONSTALL. Nota bit. It is all a question of time. 

Senator MaysBank. I oniy wanted to make this statement and | 
will be extremely brief. I don’t want my distinguished colleague and 
friend from Massachusetts to believe that I requested this meeting for 
textiles only because I did not. I want to know how far this manpower 
order is going to go in everything else besides textiles. It is not a 
textile meeting. 1 never intended it that way. 

I am interested in how far this law is going. 

Senator SaALToNSTALL. 1 want to confine myself to Massachusetts, 
and to highlight two of our problems there, and then put my statement 
in the record. 

The situation regarding our cities is as I have stated. What has 
happened as a result of the prolonged unemployment in the New 
England textile centers is that as long ago as March 27, 1952, many 
people had exhausted their unemployment benefits. That applied at 
that time to about 25,000 working men and women, who a year ago had 
exhausted their unemployment benefits. Since then, more than 63,307 
unemployed workers in Massachusetts alone have exhausted their 
compensation benefits. 
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That is one of the highlights that I want to mention. 

The other highlight is this: I hope that this group—and I don’t 
know what Mr. Flemming is going to say-—will consider an amendment 
to the order relative to leaving a certain amount of any procurement 
open to bids from areas which have unemployment situations. 

As I understand it, take a procurement, we will say, of a thousand 
dollars: That is just to keep it in figures that I understand. When 
you get up into these millions, I don’t understand them. Take a bid 
of a thousand dollars, we will say. ee 75 percent, or 80 percent, 
of that will go to the lowest competent bidder. 

With that policy, we can have no a tion. 

That leaves 25 or 20 percent of it, to go to bidders in areas where 
there is much unemployment, or ak are listed as a distress area 

As | understand it, the present order requires that portion to go at 
the average bid price. What has happened is, of course, that that 
forces a mill that is working less than 80 hours—which is the eligible 
classification—to bid lower than some of the successful competitive 
bidders. The result is to make a mill that is already working less 
than 80 hours compete at a price that is less than that submitted by 
some of the successful bidders. The amendment that I would like to 
have you consider would permit a mill working less than 80 hours to 
participate at the highest successful bidder price, so that at least they 
wouldn’t have to go lower than some of the people who bid on the 
successful bid price. 

Now, one other point that I would like to make is that as I under- 
stand it, the total value of textile procurements set aside by the Armed 
Services Textile and Spars! Procurement Agency in New York for 
these purposes is roughly $21,300,000, and vet of this amount, only 

$3,670,000 so far has been contracted for with mills working less than 
80 hours a week. Of this amount, in turn, contracts for $2,867,000 
have gone to New England mills, so that this decree or this arrange- 
ment is working slowly in the New England area where we do need to 
take advantage of this Federal procurement arrangement 

With that very brief statement highlighting the unemployment 
situation in our cities, where the employment compensation is running 
out on over 62,000 people—62,000 of our labor foree—and as to the 
difficulty of working out this method of procurement, which is sup- 
posed to help these mills working less than 80 hours a week, I would 
like to put in my prepared statement. This statement is eight pages 
long, and makes a better exposition perhaps, of what I have tried to 
say in these very few minutes. 

The Vice CHarrMan. Without objection, it will be filed. 

(The statement referred to follows:) 


STATEMENT OF LEVERETT SALTONSTALL, A Unitrep Srates SENATOR FROM 
THE STATE OF MASSACHUSETTS 


Mr. Chairman, I welcome this opportunity to appear before the Joint Defens 
Production Committee to testify to the value actual ard potential of Defense 
Manpower Policy No. 4 to my own State of Massachus. tts and to New England 
generally. 

Mr. Chairman, in this time of general prosperity, Massachusetts today has the 
unhappy distinction of suffering from the most seriously distressed areas of unem- 
ployment of any State in the Union. Within Massachusetts, the city of Lawrence 
is the most acutely distressed area in the United States. Unemployment there 
involves 18 percent of the total labor force. In addition to Lawrence, the Fall 
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River and Lowell areas have been cerrified by the Department of Labor as class 
[V labor surplus areas The Providence, R. I. area, which includes Attleboro, 
Ma 1 it irrounding towns, has been similarly classified New Bedford, 
Taunton and Milford, Ma also have close to 6 percent une nployme nt 

\ ong ago as March 27, 1952, the effect of pr longed unemployment in New 
| and textile centers had already been to exhaust the unemployment benefits 
of at ast 25,000 working men and women Since ther more than 63,307 
ine pl d workers 1 Massachusetts alone have exhausted their compensatio! 
benefits 

Speaking at Lawrence on October 21, 1952, Presidential Candidate Eisenhower 
pledged his assistance in the solution of the economie difficulties of the area, 
On April 1 of this year, the President personally conferred with a Lawrence dele- 
gation representing both management and labor and renewed that pledge in 
clear and unequivocal term 

On April 16, 1953, Secretary of Labor Martin P. Durkin, addressing the Greater 
Lawrence Chamber of Commerce, conveyed President Eisenhower’s sincere inter- 
est in the success of the area’s economic-development program He said, and | 
quote The President is watching your efforts closely, and he has directed that 
evervthing possible be done to assist them 

Mr. Chairman, the situation of men and women without work, and without 
even the stopgap aid of unemployment compensation, is one that must appeal! 
Oo anvone In a position to help Chere are, it is true, onlv a limited number of 
hit that the Federal Government can do, but one way it can help is by steering 
defense contracts to areas where additional jobs are needed That, as I under 
tand it, is the purpose of Defense Manpower Policy No. 4, and if I can help, even 


though indirectly, by speaking up for that poliey, I am more than glad to do so. 
As announced on Febri ary i, 1952 the objectives of DMP No. 4 were these: 


To coordinate conversion from civilian to military production 
b) To minimize strains and dislocations in the economy resulting from 
such convers on; 
c) To preserve employee skills necessary to the fulfillment of Government 


contracts and purchases; 
d) To maintain productive facilities; 
To assure utilization of the Nation’s total manpower potential by mak- 
ing use of the manpower resources of each area; and 
f) To help assure timely delivery of required goods and services by lo- 
cating procurement where the needed manpower and facilities are fully avail- 
able.” 

By way of further explanation of DMP No. 4, the Office of Defense Mobiliza- 
tion issued a bulletin on February 25, 1953, which states: 

“A primary aim of Federal manpower policy has been to bring defense work to 
the workers in preference to moving them. When large numbers of workers move 
to already tight areas, heavy burdens are placed on community facilities—schools, 
hospitals, housing, transportation, utilities, ete. If on the other hand, workers 
do not migrate and unemployment develops in certain areas, unemplovment com- 
pensation costs increase and plants, tools, and workers’ skills remain idle and un- 
able to contribute to our mobilization program.” 

In March 1952, a panel of the Surplus Manpower Committee established by 
DMP No. 4 held hearings to determine how this primary aim of Federal manpower 
policy could be achieved with respect to the textile industry. Witnesses testi- 
fying for New England presented impressive data supporting the adoption of 
procedures which would have given preferential treatment in the awarding of 
Government textile contracts on an area basis as in the case of most other types 
of procurement subject to DMP No. 4. The textile depression and consequent 
unemployment in New England were far more serious than in any other area 
The decline in mill employment in the previous year had been 13.6 percent com- 
pared with 4.2 percent in the South. Studies had shown, moreover, that one of 
the striking characteristics of textile towns in the North is the lack of mobility 
of the workers. In the South, on the other hand, textile workers are not concen- 
trated in large industrial towns to the extent that they are in New England. 
Employment opportunities are increasing rapidly and workers confronted with 
unemployment have a much greater opportunity of finding employment in 
expanding industries, many of them associated directly with Federal spending. 

(As spokesmen for the New England textile industry pointed out, New England, 
with 6 percent of the Nation’s population, had 28 percent of the areas certified 
by the Labor Department as having surplus labor, while the Southeast, with 21 
pereent of the population, had but 6 percent of the areas with surplus labor. 
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Nor was this contrasting situation, as has sometimes been alleged, tl} s f 
inefficieney or the obsolesence of New England pla ts and machinery by com- 
parison with those of the South On the contrary, testimony before the Surplus 
Manpower Committee brought out the fact that many southern textile mills have 
been operating with equipment imported from defunct New I d plants 
The modern plants of Hathaway, Berkshire Spinni: Uxbridge-Bachmann, and 
Bates Manufacturing. certainlv will match the best plants anvwhere As to 
efficienev, New England management has had to be good earryv on during the 
past 10 vears under percent higher wage rates and lower workloads than those 
which prevail in the South, while paying more for power and m« toward 





security and getting along without special tax advantages or subsidies dir 
toward attracting and holding textile firms 

Despite this testimony, the Surplus Manpower Committee panel concluded 
that preferential treatment for the textile industry in the award of « 
tracts should be provided on an industry rather than an area basis. It still seems 
to me, with all deference to my friend the senior Senator from South Carolina, 
that the decision is open to question, but I shall not take this oceasion to press 
the point. The panel reached a further conclusion, however, which seems to me 
bevond question. It was this 

‘“Affirmatively, the panel finds that in the « the textile industry some 
action is in the public interest in order to mitigate the serious production and 
employment problems in the textile industry as a whole. To the extent that 
procurement policies can help to stabilize conditions in the textile industry, the 
panel finds that such assistance to stabilization within the industry will help to 
maintain the productive facilities and the skilled labor force of the industry in 
the interests of future contingent needs of the Nation for maximum production 
of textiles.”’ 

Notification No. 38, which was announced by the Director of Defense Mobili- 
zation on June 4, 1952, set up machinery for carrying out the Surplus Manpower 
Committee’s recommendations. The first step requires a Government agency 
contemplating the procurement of a textile product to set aside a part of the 
procurement for mills operating less than 80 hours a week. The rest of the pro- 
curement is contracted for on the basis of publiely advertised bids. In its original 
form Notification No. 38, required such a mill to meet the lowest of several 
successful bids for the publicly advertised portion of the procurement, and few 
mills operating at less than capacity could afford to go that low. On September 
17, 1952, the directive was accordingly amended so as to give the contract to an 
underproductive mill if it met the average price of the successful bids on the 
publiely advertised portion. Since then there have been administrative delays in 
securing the concurrence of each of the armed services in the amendmen 
Munitions Board has informed me that only since February | has any s ‘ 
dollar value of textile procurements been set aside for underproduetive mills 

To date, the total value of textile procurements set aside by the Armed Services 
Textile and Apparel Procurement Ageney in New York is roughly $21,300,000. Of 
this total amount, only $3,670,000 has so far been contracted for with mills working 
less than 80 hours a week. Of this amount in turn, contracts for $2,867,460 
gone to New England mills 

These figures suggest to me that DMP No. 4 as applied to the textile industry 
has been of some, but certainly not excessive, help. Indeed, I am bothered by 
the fact that the gap between the total amount set aside and the total amount so 
far awarded is so large. I am afraid that it may be because the successful bids on 
the publicly advertised portions of textile procurements are submitted by firms 
which are operating at capacity or close to it, and therefore at minimum costs 
with the result that mills working less than 80 hours a week are hard put to take 
advantage of the policy which is supposed to assist them. As for the fact that 
New England has received such a relatively large share of the contracts thus far 
awarded, this to me is evidence that New England employers are determined t 
provide work for New England’s badly stricken mill towns even if they have to 
shave to the vanishing point the margin of profit on their bids 

Now, it is evident from the requirement that a mill working less than 80 hours 
a week must meet the average of the successful bids on the publicly mf 1 
portion of a procurement that this assistance to the textile industr 
goes, has been rendered without any increase in direct costs to the Governme! 

I must, therefore, most respectfully take issue with my colleague the Senator 
from South Carolina, who said to the Senate the other day: ‘‘There are social- 
security accounts and all kinds of laws to take care of unemployment, and I do 
not see any reason why our taxpayers should be forced to carry this additional 
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burden.’’ As I have tried to show, no additional burden is involved, and social- 
security benefits have been exhausted in thousands of cases. 

But I am not at all sure, on the basis of the figures I have quoted, that more 
effective assistance is not needed. Under DMP No. 4 itself, the Surplus Man- 
power Committee could have authorized a price differential in favor of distressed 
areas and distressed industries. There were cogent arguments in favor of such 
a differential, at least so far as the textile industry is concerned. The very 
reason for assisting an area or an industry with a surplus of manpower and plant 
capacity is that in this manner fuller use can be made of human and other re- 
sources And if it is necessary in order to achieve fuller use of surplus resources 
to incur additional direct costs to the Government, those costs can be more than 
offset by savings on unemployment compensation and assistance, a higher 
national income, and the speeding up of mobilization. As Secretary of Labor 
Durkin pointed out, in Lawrence alone annual unemployment-compensation 
payments are running at the rate of $9 million or $10 million a year. 

I submit, therefore, that the desirability of adopting a price differential in the 
implementation of DMP No. 4 should again be reviewed. Perhaps in this con- 
nection it might be desirable to set up standards by which any price differential 
allowed can be made proportional to the additional costs entailed in operating at 


less than capacity because, as I understand Notification No. 38, in order to bid 
on the set-aside portion of a procurement a mill must not only have been operat- 
ing less than 80 hours a week, but still be operating at that level after it has 


received the award. 

I realize, nevertheless, that there are strong considerations in opposition to a 
policy which would increase the short run costs or procurement. As an alternative 
therefore, I most earnestly urge that notification No. 38, which was once modified 
to permit mills working less than 80 hours a week to participate in set-asides if 
they met the average price of the successful bids on the publicly advertised portion 
of the procurement, be further modified to permit such mills to participate if they 
meet the highest suecessful bid on any part of the publicly advertised portion. — It 
affords no preference to a distressed mill to require the mill, in order to obtain an 
award of part of the procurement, to submit a bid lower than the bid of a mill 
operating at full capacity. Yet that is precisely the effect of requiring bids on the 
the set-aside portion to meet the average of the successful bids at which the publicly 
advertised portion was awarded 

This amendment, at the very least, is needed to make DMP No. 4 a more effec- 
tive means of achieving the goal which it was designed to achieve and which 
President Eisenhower has firmly supported 

In summary, I believe, that we need not merely the continued enforcement of 
DMP No. 4, but its improvement and strengthening. 

The Vice CuarrMaNn. I think Congressman Brown had a question, 
did vou not, sir? 

Representative Brown. Yes. 

I understand control of wages and commodities has expired. 

Senator SALTONSTALL. Will you say that again, sir? 

Representative Brown. Price controls—controls of wages and 
prices of commodities has expired. 

Senator SALTONSTALL. So I understand. 

Representative Brown. Let me ask you this question: Congress 
has been attempting, since the new administration came in, to abolish 
economic controls and return to a free economy. Why has the Office 
of Defense Mobilization pursued a different course by imposing addi- 
tional controls on the textile industry? 

Senator SatronsraLu_. I would prefer to have Mr. Flemming 
answer that question. 

Representative Brown. I think we have set a precedent here to do 
away with allof ODM. If this policy is carried on which was started 
by Mr. Flemming. I want to say that much. 

Senator SaLronsTauu. As I understand it, defense procurement is 
not a part of price control. Elaborating on that, what we are trying 
to do with Government procurement is not only to get the best stuff 
we can, at the cheapest price for the Government, but at the same time 
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to keep our productive facilities in operation so that in a time of 
stress and unemployment we can keep government helping in this 
practical way rather than in a price control. 

Representative Brown. My reply to that is that the purpose to 
begin with was to get critical material immediately and it was not a 
question of unemployment. It never has been; there wasn’t a ques- 
tion on the part of Congress as to unemployment. It was a question 
of getting critical material quickly. 

Senator SALTSONSTALL. That is correct. I believe we are equipped 
with our mills and help in New England—our skilled help—to do 
that, if you will make it possible for us to do it. 

Representative Brown. Of course, when we have three shifts we 
can give it to you a third quicker. 

Senator SALTONSTALL. NO, sir. 

Representative Brown. As the mills operate in the South 

Senator SALTONSTALL. We aren’t asking for three shifts. We are 
asking for a fair break for our mills working less than 80 hours a week. 

Representative Brown. That is a third more. When you limi 
the production of our mills. by giving preference to New England, 
then we will have a surplus. 

Senator SALTONSTALL. I wouldn’t quite agree with that, but | 
would be glad to argue it with you at any time if the chairman will 
permit me to take time, but I don’t think he wants me to take the 
time now. 

The Vice CHarrMaNn. Senator Maybank, have you any questions? 

Senator MaysBank. No. 

The Vick CHarkMAN. Mr. Patman? 

Representative Parman. No questions 

The Vick CHarrman. Mr. Talle. 

Representative TaLte. No questions. 

The Vick CHarrMan. Thank you very much. Your statement has 
been filed. ' 

Senator SALTONSTALL. I thank you very much. What I tried to 
do was highlight it. 

The Vick CHatrMAN. We appreciate that. 

Senator SALTONSTALL. | appreciate the opportunity. 

The Vick CHarrMAN. I have a statement from Congressman Dorn 
which, without objection, will be inserted into the record. 

(The statement referred to follows: ) 


STATEMENT OF WILLIAM JENNINGS BRYAN Dorn, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF SoutTH CAROLINA 


Mr. Chairman and gentlemen of the committee: My name is Representative 
William Jennings Bryan Dorn, representing the Third District of South Carolina 
in this Congress. 

The principal reason why I oppose paragraph 2 of Notification 38 is because of 
my desire to see an adequate national defense for the American people at a mini- 
mum cost. I am one of those who refuses to believe that the defense appropria- 
tions are untouchable. On the contrary, I believe the American people can be 
saved billions of dollars by the elimination of waste, extravagance, duplication 
false planning, and political expediency in national defense. I believe that we 
can have better national defense for the American people at a cost of around 35 
billion dollars to the taxpayers than we are now having with an expenditure of a 
little better than 46 billion. One step toward this saving for the American 
people is to have open competitive bidding on all contracts placed by the Depart- 
ment of Defense and the General Services Administration except in cases involving 
extremely secret material. This paragraph 2 is a step in the wrong direction, 
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a step away from competitive bidding which would save the taxpayers many 
millions. Times are too serious, the national crisis is too great to play politics 
with National defense. 

My secondary reason for opposing paragraph 2 is because it is sectional and 
discriminates against the competent, fast growing industry in the South. The 
South for the first time in this Nation’s history is coming into its own, as @ great 
industrial section. I believe it would be injurious to the South, and in the future 
to the country as a whole, if this policy is adopted. A policy and precedent 
which might temporarily help New England, might someday be used to hurt 
New England, or the industries of other sections of this great country. 


[ hope this committee will make a stand for economy and have better national 
defense by eliminating this paragraph 2. 

The Vick CHAIRMAN. Our next witness will be Mr. Arthur 
Flemming, Director of the Office of Defense Mobilization. 


STATEMENT OF ARTHUR S. FLEMMING, DIRECTOR, 
OFFICE OF DEFENSE MOBILIZATION 


The Vick CHAIRMAN. Have you a prepared statement? 

Mr. Fiemmina. Yes, Mr. Chairman. If I may, I would like to 
review briefly with the committee the operations under Defense 
Manpower Policy No. 4, and I will wind up with a consideration of the 
textile problem. 

The Vick CuHarrMAN. Do you wish to go through your statement 
before you yield for questions? 

Mr. FiemMinc. That is simply up to the members of the committee. 

The Vick CHarrMan. It is up to you. 

Mr. Fiemmrina. I think it might be helpful if I could go through with 
it, because some questions may be asked that I will cover later on 
in my statement, but I have certainly no objection to being interrupted 
at any time. 

The Vice CHarrMan. Proceed, sir. 

Mr. Fiemmine. Mr. Chairman, and members of the committee, | 
am glad to have the opportunity of providing you with a progress 
report on the operation of Defense Manpower I -olicy No. 4. 

This policy was issued by the then Director of Defense Mobilization, 
Charles E. Wilson, on February 7, 1952 

In the little more than a year that it has been in effect, we have 
adhered to the approach that was outlined in testimony before this 
committee on February 6, 1952 

First, I would like to review briefly the manner in which Defense 
Manpower Policy No. 4 works. 

The policy provides for the placement of procurement in areas of 
current and imminent labor surplus.” 

These areas are certified by the Secretary of Labor. 

Area surveys are conducted by the State employment security 
agencies, affiliated with the Bureau of Employment Security in the 
Department of Labor. 

They regularly classify some 182 major labor market areas. 

An area is classified in group IV—substantial labor surplus 
when 6 percent or more of the nonagricultural labor force is unem- 
ployed or when declining employment levels indicate that this level 
will be reached shortly. 

In addition to these major areas, the Department of Labor also 
obtains surveys on some smaller areas when there is evidence to 
indicate the existence of a substantial labor surplus. 
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The smallest area that is considered is defined as one which is not 
primarily a trade or service center and which has an estimated area 
labor force of at least 15,000 and estimated nonagricultural employ- 
ment of at least 8,000. 

When an area has been certified by the Department of Labor as a 
labor surplus area it is referred to the Surplus Manpower Committee 
of the Office of Defense Mobilization. 

This committee, composed of representatives of 10 Federal agencies, 
advises the Director of Defense Mobilization on policies which should 
be followed to implement Defense Manpower Policy No. 4 in an 
effective and equitable manner. 

It also has the responsibility of considering each certified area to 
determine whether it has skills and facilities necessary to perform 
Government contracts. 

To assure valid, up-to-date facilities information, the committee 
usually obtains reports from the interagency Regional Defense 
Mobilization Committees which conduct on-the-spot surveys of each 
area. 

When the Surplus Manpower Committee finds that an area has a 
surplus of labor and the necessary skills and facilities to perform 
Government contracts, it recommends to the Director of Defense 
Mobilization that he notify the Department of Defense and the 
General Services Administration that it is in the public interest to give 
preference to the area in the negotiation of contracts. 

The notification of each area is published in the Federal Register. 

Once these notifications have been forwarded by the Office of 
Defense Mobilization, the procurement agencies have the responsi- 
bility of implementing the policy. 

1 will describe the method used by the Department of Defense, 
since the vast bulk of the procurement is by the military services. 

The General Services Administration, however, uses generally 
similar methods of implementation. 

Defense Manpower Policy No. 4 contains a provision for the pay- 
ment of a price differential, if needed, to channel procurement into 
areas Of heavy unemployment. 

Although the Comptroller General approved the use of price differ- 
entials for this purpose, the Office of Defense Mobilization has never 
authorized their payment, and we have no intention of doing so. 

There are two basic methods of procurement under the policy. 

The first is the ‘‘bid-matching’”’ technique, and it applies to nego- 
tiated procurements amounting to $25,000 or more. 

Under this method all interested firms are invited to submit offers 

If a firm in a surplus labor area submits an offer not more than 20 
percent above the low offer, it is given the opportunity to match the 
low offer and thereby obtain the contract. 

Senator MaysBank. This is a most important point. You are a 
businessman and you know that if somebody is going to be able to 
match an offer 20 percent above the low offer, he is going to bid higher 
than he normally would bid. It iscommon sense. Two and 2 makes 4. 

Mr. FLtemminea. Senator, I think that the Department of Defense 
can present some evidence indicating that in some instances at least 
it has worked the other way. 

Senator Maysank. If you are going to give somebody a contract 
for 20 percent above the low bidder, the low bidders, all of them, are 
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going to bid higher and take a chance on getting the contract the other 
way. 

Mr. Fiemmine. I don’t know whether all of them will bid higher 
because they are anxious to vet the business. 

Senator Mayank. But if you sit back and know you will get 20 
percent more if you don’t get it in these areas, you aren’t going to 
trim your bid to the bottom. I am not suggesting there is anything 
wrong. Just commonsense in my mind as a businessman says if | 
am called upon to bid upon cotton and I know I can negotiate a con- 
tract 20 percent above the low bidder, I would think twice before |] 
made a bid 

Mr. Fremmina. Of course, if you were not in one of these surplus 
market areas 

Senator MaysBank. You don’t know what surplus is. You know 
today but you don’t know tomorrow. 

Mr. Fiemmrna. | think the bidders have a pretty good idea of 
what itis. It goes through a pretty formal process before we add any 
community to it 

Senator Maysank. Mr. Flemming, you have been around a long 
time. You know last year when you first put this in we had a hurried- 
up meeting and you agreed it wasn’t the right thing to do then. 

Mr. Ftemmina. Agreed to give a price differential was not right. 

Senator MaysBank. That is what I am talking about, 20 percent. 

Mr. FLremmina. Waita minute. They don’t get a price differential 
of 20 percent. The only thing is that if they haven’t gone more than 
20 percent above, then they have the opportuinity of meeting the low 
bid. And if they don’t meet the low bid, they don’t get the business. 

Senator MayBpank. I don’t question that, but at the same time I 
know if they are within the 20 percent they can still come down, 
after the bid is opened. 

Mr. FLemminea. A bidder in a surplus labor area 

Senator MayBank. That is all we are talking about. If he bids 
19 percent more than the low bidder in that area, he can still get that 
bid as the low bidder, of course. 

Mr. Ftemmina. He has to meet the low bid. 

Senator MayBank. That is why I think there would be a tendency 
to keep the bids high and cost the taxpayers more money. I may be 
wrong. 

Mr. Fiemminea. I think we have had some experience where there 
has been a tendency to sharpen their pencils as a result of this. I 
may say the only reason this 20 percent was put in by the Department 
of Defense was because of the fact that after the policy started to 
operate, in some instances some fellow in a surplus labor area market 
would come in with a bid 75 percent above. In other words, he just 
tossed in a bid and he figured “1 will get another chance to figure on 
this so | won’t worry about the bid that I toss in.” 

As a result, the Department of Defense said ‘““We won’t give a 
fellow in a surplus labor market area a chance to meet the low bid, 
if he is more than 20 percent above that low bid when he first turns 
itin. In other words, if he is 25 percent above”’ 

Senator MayBANK. In other words, it was reduced from 50 to 20 
percent. 

Mr. Ftemmina. | just used 50 as an illustration. 

Senator MayBank. | am only using what I said as an illustration. 
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Mr. Fiemminea. That is right. 

In this way it is possible to award the contract to the areas with 
heavy unemployment with the assurance that no price differential 
will be paid. 

The second procurement method utilizes the so-called set-aside. 

This method, adapted from a technique developed to assist small 
business, is suited to the procurement of shelf items or items which 
will be made by a number of suppliers. 

Textiles are an excellent example. 

Let us take a hypothetical case to see how it works: The Army 
wants to procure a million and a half units of a particular item. First 
it determines the quantity which it believes will probably vield the 
most favorable price—let us say 1 million units. It advertises for 
these in a regular competitive, sealed-bid procurement, and it awards 
them in the usual way. Often, there is a range of prices. The best 
bid, for example, might be for 200,000 units at $2; the next best for 
300,000 at $2.05; the next for 100,000 at $2.07; and so on. The pro- 
curement officer goes up the stepladder until he has awarded the entire 
million units—for which he has paid a range of prices. Then the 
remaining 500,000 units which were set aside are negotiated with 
surplus labor area firms which originally bid not more than 20 percent 
over the highest bid accepted on the advertised portion. 

Our 20 percent comes in again. 

Senator Mayspank. That is why I brought up the 20 percent. In 
other words, if a fellow is in a surplus area and bids 20 percent more 
he still can come in at the low price. 

Mr. FLemminc. Just a minute. Let me get to the next one. 

The procurement officer has latitude to negotiate this portion at any 
price within the range paid on the advertised portion. Generally, he 
will negotiate at a price equal to a weighted average of the prices paid 
for the advertised portion. Thus, the negotiated portion will be 
procured at the same cost as the advertised portion 

It is that particular point that Senator Saltonstall just raised a 
question about. 

Senator Maysank. I say in all my respect for Senator Saltonstall 
I have known him a long time— he wants it amended now to the high 
price. 

Mr. Fuemmina. What he would like 

Senator MayBank. That is what he said 

Mr. Fitemmina. As I understand the Senator’s proposal taking 
this hypothetical case, he would want the areas in the surplus labor 
areas to get the business, if they are willing to take it at $2.07. 

Senator MayBank. That is right. That would be the high price 

Mr. Ftemmina. That is right. That is, the high price in terms of 
the awards that had already been made 

Senator MaysBank. Yes. 

Mr. Fiemmine. That is right, whereas the present procedures, as 
I understand it, normally is they would strike the average of this 2, 
2.5, 2.7. I might say that procedure has been worked out by the 
Department of Defense. 

Next I would like to discuss some of the problems that have arisen 
in connection with the administration of defense manpower policy 
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We discovered that the implementation of this policy occasionally 
came in conflict with the Government’s policy of assisting small busi- 
ness to obtain a larger share of defense procurement. 

As a result, we worked out a priority system designed to protect 
the interests of small business. The system operates in the following 
manner: 

When a small-business firm makes the low offer on a negotiated 
procurement, only small-business firms in surplus labor areas have 
the opportunity to match the offer and thereby obtain the contract. 

If none of them can do so, the firm which originally submitted the 
low offer is awarded the contract. 

When the low offer is submitted by a large-business firm, small- 
business firms in surplus labor areas are given the first opportunity 
to match the offer. 

If none of them can do so, large-business firms in surplus labor 
areas are given this opportunity. 

If none of them can do so—and this happens more often than not 
the contract is awarded to the firm that originally made the low offer. 

In the case of set-asides, small-business firms in surplus labor areas 
are given the first opportunity to negotiate on the set-aside portion. 

Most of the surplus labor areas at the present time are fairly small 
ones and most of the firms requesting preference are small-business 
firms 

Consequently, through the end of 1952, our reports indicate that 
small-business firms received 52 percent of the dollar value of prefer- 
ential awards and 76 percent of the number of contracts. 

Next, we discovered that the policy occasionally hurt businesses 
located in those small areas that are not classified by the Department 
of Labor. 

Some of these areas have heavy unemployment; others are so small 
that the loss of a contract by one firm might quickly create heavy 
unemployment. 

It would be an administrative impossibility to survey and classify 
all of them. 

So, to prevent businesses in these areas from being hurt by Man- 
power Policy No. 4, we exempted them from its application. 

If any firm in an unclassified area submits the low offer on a negoti- 
ated contract, it gets the contract. 

Next, it was recognized from the beginning that the application of 
Defense Manpower Policy No. 4 on an area basis could seriously affect 
an entire industry. 

Senator MayBank. That is what you said before. 

Mr. Fuemmuina. That is right. 

So, Mr. Wilson inserted in the policy paragraph 8, which reads as 
follows: 

When the application of this policy would have a major effect on the operation 
of an entire industry, appropriate recommendations shall be made to the Director 
relative to that industry in licu of r>commendations relative to specific geographi- 
cal areas. In such cases, after notice to and hearing of interested parties, con- 
sideration will b2 given to a separate cartifization adodlying to the entire industry. 

We prepared some criteria to help us determine which industries 
might come under the provisions of this policy. 

We decided that an industry could be seriously affected if the 
Government buys a substantial amount of its product and if there is 
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a significant concentration of firms of that industry in surplus labor 
areas. 

Also, if the industry is generally depressed, it follows that a smaller 
diversion of contracts would ns ‘@ more serious impact on it than 
if all its plants were operating at capacity. 

So far, we have dealt with five industries under this provision of 
the policy—-textiles, apparel, shoes, shipbuilding, and petroleum 
products. 

The first hearing was held on the textile industry and it resulted 
in the exemption of that industry from the area approach and in the 
formulation of some special recommendations to assist the industry. 

! will discuss those recommendations shortly 

The second hearing Was on the shoe industry. 

Here it was determined that the application of the policy on an 
area basis would not have a major effect on the entire industry. 

As a result, a industry was not exempted from the policy 

The Office of Defense Mobilization did, however, make some spe- 
cial sceaesunbiiiaaas: urging that contracts be spread as widely as 
possible and that, so far.as practicable, a program for meeting require- 
ments should be adopted that would provide the maximum oppor- 
tunity for shoe produc ers to engage in Government produc tion during 
periods of normal seasonal lulls. 

The third hearing was on the apparel industry. 

Here again it was found that the application of the policy on an 
area basis could have a major effect on the entire industry. 

So again the industry was exempted from the area provisions of the 
policy and special recommendations were made. 

It was recommended that, to the extent feasible, jackets and 
trousers be procured as separate items under the same bid invitations 
so that manufacturers could bid for them separately or in combination, 
depending upon the most economical manufacturing process of each 
manufacturer. 

It was also recommended that there be continued testing of cutting 
efficiency with a view toward giving the more efficient cutters a 
chance to reflect their savings in their competitive bids. 

Up to that time, the Quartermaster Corps had procured apparel by 
providing the cloth and accepting bids on the basis of a Government- 
determined cutting allowance. 

Any cloth left over was supposed to be returned to the Government, 
but there was no incentive for the manufacturer to cut the cloth more 
efficiently than required by the allowance. 

As a result of tne discussions that took place in the Surplus Man- 
power Committee on this point, the Armed Services Textile and 
Apparel Procurement Agency—which now does the buying for all the 
services—adopted a new procurement method which allowed bidders 
to indicate the cutting allowances they would require. 

The bid is then evaluated on the basis and any cloth savings are 
considered in awarding the contracts. 

The manufacturer must still return any unused cloth and if he goes 
over the allowance he must buy the additional yardage required from 
the Government. 

The first procurement under this method was recently awarded. 

Estimated cloth savings were computed and compared with cloth 
savings of the same manufacturers under previous Government allow- 
ances. 
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The result was a minimum saving of $102,486.20, or approximately 
2 percent of a total procurement of $5,153,026. 

The fourth hearing was on the shipbuilding industry. 

Again it was found that area preference would not be appropriate. 

Instead, a recommendation was made that the Department of De- 
fense vigorously apply procedures designed to secure the maximum 
possible utilization of surplus shipbuilding skills and facilities in all 
shipbuilding areas of the Nation. 

It was also recommended that shipbuilding in private yards be 
spread as widely as practicable and that, to the extent possible, the use 
of overtime and construction of new facilities be avoided. 

One additional industry—the petroleum and petroleum products 
industry—was exempted from the policy. 

This was done at the request of the Armed Services diveigenencs 
Purchasing Ageney which found that the existing surplus labor ares 
had inadequate refining capacity to meet local needs and thus were ne 
interested in preference under the policy. 

Now let us see what has happened in surplus labor areas during the 
time that manpower polic v4 has been in effect. 

At present, 28 areas are eligible for preference. 

These are mostly small areas and altogether they constitute about 
36 percent of the Nation’s nonagricultural employment. 

Since the policy went into effect, 25 areas have gone out of the 
group LV classification and are no longer eligible for preference. 

These include a number of very large industrial areas such as 
Detroit and New York City. 

Senator MaysBank. Wasn’t that created principally by the shortage 
of steel and housing construction and all, in Detroit? 

Mr. Fuemmine. That is right. That was a material shortage. 

Senator Mayspank. A material shortage. That is what that was. 

Mr. Fuemminc. When that eased up, employment picked up and 
Detroit went out 

Senator Maynank. In New York we had the building trade. | 
think someone from your office was here at the meeting. They had 
AFL carpenters, and so forth, and I think we gave them some mate- 
rials—-when I sav ‘“‘we,’’ I mean you did, after the hearing. 

Mr. Fremmina. That is right. 

Senator MaysBank. That was a material shortage. 

Mr. Fremmine. That is right. 

What has the effect been dollarwise? 

In the period from March 20, 1952—when the Defense Department 
implementing instructions were issued—to February 28, 1953, con- 
tracts amounting to $1,610,000,000 were awarded to surplus labor 
areas. 

Of this amount, only $48,323,000 was awarded as a direct result 
of the preference given these foes under Defense Manpower Policy 
No. 

In other words, about 3 percent of the total value of contracts 
placed in these areas was placed there as a direct result of Defense 
Manpower Policy No. 4 


And,-of course, this is a minute fraction of total military procure- 


ment throughout the Nation. 
Senator Maysank. The fear I have, if vou can place 3 percent, 
you can place 20 percent, can’t you, if the labor shortage was shown? 
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Mr. Fiemminea. That is 3 percent, Senator, of the total placed in 
those areas. If we applied it to our total procurement during that 
period of time, of course, it would be way below that. 

If a vear’s operation of Defense Manpower Policy No. 4 has re- 
sulted in only $48 million worth of preferential contracts, someone 
might well ask whether the results have been worth all the effort 
In this connection, it seems to me that the following considerations 
need to be kept in mind: 

The policy has turned the spotlight on these areas to such an extent 
that it is altogether possible that some of the contracts included in 
the $1,610 million would never have found their way into these areas 
if the spotlight had not been turned in their direction. 

Then too, in a small community a comparatively small contract 
may have a tremendous impact on the life of that community. 

All who have worked with this problem recognize, however, that 
some of these communities—particularly those with declining indus- 
tries such as the coal-mining areas and some of the New England 
textile centers—require new industries more than anything else. 

The Federal Government’s overall approach to this problem has 
been set forth in a very able manner by the Secretary of Labor in an 
address delivered at Lawrence, Mass., a few weeks ago. 

Senator MAayBaNnKk. He attributed it to the tremendous amorti- 
zation that we gave to the steel industry and that type of business, 
and the coal areas. Don’t misunderstand me. I voted for it. | 
think that is what did it. If you didn’t have the tax amortization 
you wouldn’t have done it. 

Mr. Fiemminec. He did put emphasis on the fact it is a local 
problem and involves local initiative, and so forth. That speech was 
made on April 16. I think it does outline the overall approach very 
effectively. 

Senator Smirx. Mr. Chairman, may I ask Dr. Flemming one 
question? 

The Vice CHarrMAN. Certainly, Senator 

Senator SmirH#. You spoke about how much has been saved on 
some of this business here. What does it cost to operate the depart- 
ment that has been dojng,this work, and creating these things? 

Mr. FiemminG. As [ understand, Senator, the committee has di- 
rected that question to the Department of Defense, and they will be 
prepared undoubtedly to give some figures along that line. I would 
be the last to maintain that it is not more expensive to put an addi- 
tional procedure of this kind into your procurement process than if 
would be if it were not there. 

Senator SmirH. You said it is more expensive? 

Mr. FLemMina. Yes. 

Senator SmirH. The question in my mind is whether it is worth 
the cost that we experience in that way. ; 

Mr. Ftemmina. That is right. 

Senator SmirH. You haven’t any impression vourself about that one 
way or another up to now? 

Mr. Fremmina. I think that is a factor that should be under con- 
stant review and should be weighed very carefully. My feeling is 
that up to the present time it has been worth it because I feel that by 
working closely with the Department of Defense and by the Depart- 
ment of Defense working very closely with the Office of Defense 
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Mobilization, it has been possible to demonstrate that you can come 
to grips with this problem without getting into the business of giving 
a price differential. You will recall that when I was here before, we 
discussed very extensively the question of whether a price differential 
should be given, and as I indicated earlier in my testimony, no price 
differential has been authorized. We have no intention of authorizing 
a price differential. 

Looking ahead to the future, if we do get involved, in a stepped-up 
mobilization program or all-out mobilization, I think that what has 
been worked out here will prove to be very, very profitable and helpful 
because at the beginning of World War TI, when this problem arose, 
and when people had to move into it fast in order to do some thing 
about it, the only thing that they could think of then was to put in a 
15 percent price differential, and obviously that was expensive, but | 
do feel that the way in which the Department of Defense has handled 
this from a procurement point of view had indicated very clearly that 
it is possible to deal with this problem without a price differential; 
and that that alone in the long run over a period of time I think will 
save the Government a considerable amount of money and conceivably 
could justify the additional expense. 

The Vick CHarrMan. Go ahead with your statement. 

Mr. FLemmina. | have just about finished. 

The Vice CHarrMaANn. I know you have. Congressman Brown has 
some questions. You go ahead. 

Mr. FLtemmine. Now let us turn to the special case of the textile 
industry. 

As a result of the textile industry hearings to which I have referred 
already, the panel concluded that the area approach of Defense 
Manpower Policy No. 4 was inappropriate to the textile industry and 
could not be applied equitably. 

In order to apply the area approach equitably, it would have been 
necessary to certify scores of small, one-mill towns throughout the 
country and this was obviously not feasible. 

Accordingly, the panel made four recommendations; that the Gov- 
ernment accelerate its current textile procurement program; that 
preference be given to mills operating not more than 80 hours a week 
that is, two shifts—wherever they might be located; that no area 
preference be granted; and that no price differential be paid. 

These recommendations were considered at length by the Surplus 
Manpower Committee and that Committee ultimately recommended 
their adoption to the Director of Defense Mobilization. 

On June 4, 1952, the Director of Defense Mobilization issued Notifi- 
cation 38, entitled “Placement of Procurement With the Textile 
Industry,” in which he directed the Department of Defense and the 
General Services Administration to carry out these recommendations. 

The General Services Administration was subsequently exempted 
from this notification because it procured few textiles and its particular 
operations were not adaptable to this approach. 

On July 3, 1952, the Munitions Board issued its first directive imple- 
menting Notification 38. 

The notification was issued too late to permit acceleration of pro- 
curements during fiscal year 1952. 

In the current fiscal year, procurements were accelerated for cotton 
and synthetics but not for wool. 





DEFENSE PRODUCTION ACT 7 


We were informed by the Munitions Board that woolen procure- 
ments were not accelerated because of the need to clarify questions 
regarding the Berry amendment to the 1953 Appropriations Act. 

This amendment placed restrictions on military procurement of 
certain items, including wool, unless manufactured with the use of 
domestically produced materials. 

We understand that little or no woolen textiles were procured during 
the last half of calendar 1952. 

Beginning in February of this year the Armed Services Textile and 
Apparel Procurement Agency began to make more widespread use of 
set-asides in accordance with a directive of the Department of Defense. 

We have received reports on this program through March 20. 

They indicate that 19 set-asides were made for textile items, 
amounting in total to an estimated $13% million. 

I believe that the Department of Defense may be able to give you 
more detailed information regarding these set-asides and the awards 
made to date. 

We do not have, at this time, sufficient information on the actual 
distribution of set-asides to indicate the effect Notification 38 may 
have on the textile industry. 

As soon as this information does become available, I will ask the 
Surplus Manpower Committee to evaluate it and determine whether 
or not a sufficient number of firms fall within the provisions of Notifi- 
cation 38 to justify its continuance. 

There are, however, some industry statistics which are currently 
available and which may be of interest to the committee. 

We asked the Bureau of Employment Security, Department of 
Labor, for a special tabulation of employment and hours data from 
its March survey of the textile industry. 

This survey indicated that the industry has shown a slight improve- 
ment since a year ago. 

Specifically, cotton and rayon employment in the reporting estab- 
lishments was up 1.4 percent for the Nation as a whole, while employ- 
ment in the woolen and worsted branch of the industry was up 4.8 
percent. 

By regions, the gains from March 1952, to March 1953, were as 
follows: 


Woolen and 


Cotton and rayon worsted 


New England. -- Up 7.4 percent Up 0.2 percent 
Middle Atlantic Down 7.4 percent Up 12.1 percent. 
Southeast - - - : Up 0.6 percent Up 9.9 percent 


Eighty percent of the surveyed establishments, with seventy-eight 
percent of the total employment of the industry, reported shift and 
hours data based on hours per week scheduled for a majority of 
workers in a plant and not necessarily on hours actually worked. 

These statistics indicate that 98.2 percent of the cotton and rayon 
mills, and 93.5 percent of the woolen and worsted mills reporting, were 
operating 80 hours or more per week. 

Regional variations were minor among the cotton and rayon mills. 
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Among the woolen and worsted mills, Massachusetts and Pennsyl- 
vania had the smallest percentage working 80 hours or more. 

All of the 16 southeastern mills reporting were operating 80 hours 
or more per week. 

But, we must keep in mind the fact that these statistics are based 
upon mills operating 80 hours or more per week while preference under 
Notification 38 is afforded mills operating not more than 80 hours per 
week. 

Also, Notification 38 refers to mills whose spinning and weaving 
operations are not in excess of 80 hours per week, while the hours data 
in the Labor Department survey are based upon all operations of each 
establishment. 

The Bureau of the Census collects statistics which give a better 
measure of ac tual loom activity. 

On December 27, 1952, 29 percent of the cotton broad-woven goods 
looms in operation, and 27 percent of the rayon broad-woven goods 
looms in operation were on one or two shifts. 

Exactly comparable data for wool are not available, but during the 
month of December 1952, only half as many loom hours were worked 
on the third shift as on the first shift. 

Thus it would appear that there are a number of mills that might 
meet the requirements of Notification 38. 

But, as above indicated, when all of the information is in on the 
current “set-aside”? procurement, I will ask the Surplus Manpower 
Committee to once again take a look at Notification 38 and 
determine whether or not there are a suffcient number of firms that 
fall within the provisions of the notification to justify its continuance. 

Representative Brown. Mr. Flemming, of course you know that 
the purpose of this committee is to see that the intent of Congress is 
carried out 

Mr. Fiemmina. That is right. 

Representative Brown.—for the Defense Production Act. 

Now, I have mates doubted the legal authority for De oy Man- 
power Policy No. 4, and the letter from the Comptroller General, 
Mr. Lindsay eee has been incorporated into the record at the 


beginning of this hearing. (See p. 9.) He states his views very 
strongly. 
Let’s go back to the history. Does your office rely solk ly on a 


statutory authority or do you rely on any inherent powers of the 
President for Defense Manpower Policy No. 4 and Notification 38? 
Which one do you rely on? 

Mr. Fuemmina. The Defense Manpower Policy 4 is a statement of 
policy, and the authority of the Director of Defense Mobilization to 
establish policy in this area is given by Executive Order 10193 of 
December 16, 1950, in which the Director is authorized to direct, con- 
trol, and coordinate the defense-mobilization program, including man- 
power and production and procurement. 

Now, the objective, Mr. Congressman, of defense manpower is the 
same as that of the Defense Production Act, expressed in section 2 of 
that act, namely, the creation and maintenance of American economic 
and military strength. 

Representative Brown. I know that. I am getting back to 
authority. 
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Will you state all statutory authority ODM relies on for Defense 
Manpower Policy No.4? What statute did you get it from? I am 
trying to get your belief about that. 

“Mr. Fiemine. I think it is very cleat 

Representative Brown. You understand the President can’t issue 
any order unless he has statutory authority for it. 

Mr. Ftemmina. That is right, but it is also clear, I think, that the 
President did have a right to issue Executive Order No. — the one I 
referred to here — 10193, establishing the Office of Defense Mobiliza- 
tion and giving the Director authority to direct, control, and coordinate 
all aspects of mobilization, including manpower and production and 
procurement, 

Representative Brown. I understand that. I want the authority. 
Cite me the authority the President had to do that. 

Mr. Fiemmina. To issue the order establishing the ODM? 

Representative Brown. Yes, that, too 

Mr. Fiemmine. Mr. Congressman, it seems to me that did rest 
back, of course, to some extent on the Defense Production Act, it also 
rested back on his authority as President to control the programs of 
the executive branch of the Government 

Representative Brown. What section of the Defense Production Act, 
then, did he rely on? Point out the authority and give me the para- 
graph; the authority that is in the law we passed. 

Mr. IK LEMMING. Congressman, as tar as this particular order is con- 
cerned, as | have indicated, we feel that the Executive order, or the 
objective rather of Defense Manpower Policy No. 4, is identical with 
the objective expressed in section 2 of the Defense Production Act, 
namely, the creation and maintenance of American economic and 
military strength. 

Representative Brown. That is the very thing the Comptroller 
General ruled out. 

Mr. Fiemmine. No, Mr. Congressman. First of all, may I say 
that the Comptroller General was asked to pass specifically on the 
question of whether or not Mr. Wilson had authority to include in 
Defense Manpower Policy 

Representative Brown. He went further and ruled the very thing 
you are talking about out. 

Mr. Fuemmina. Might I finish, Mr. Congressman? I mean the 
question that was submitted to the Comptroller General was the 
question primarily of whether or not Mr. Wilson had the authority 
to include in Defense Manpower Policy No. 4 provisions for a price 
differential, and that is the question on which the Comptroller General 
ruled, and as we see it, he did say to Mr. Wilson in effect, ““Yes, you 
can,”’ but as I have said, here in my testimony, we have never author- 
ized a price differential, and on the basis of ei experience that we 
have had with Defense Manpower Policy 4, we have no intention of 
authorizing a price differential. 

Representative Brown. Well now 

Mr. FtemminG. Could I just complete this on the legal part of it? 

Representative Brown. Yes. 

Mr. Fiemmina. | think we must keep in mind that the policy deter- 
mined by Defense Manpower Policy 4 is carried out through the use 
of subsection 2 (c) (1) of the Armed Service Procurement Act——— 
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Senator Maysank. I am glad you brought that up. Will you 
yield? 

Representative Brown. I am coming to that question. 

Mr. Fiemmina. Which authorizes the negotiation of contracts in 
times of national emergency, when the public interest requires, and as 
you can see from the testimony thi oo" I have given the implementation 
of the policy by the Department of Defense has been in connection 
with their authority to negotiate, b : when they have negotiated they 
have not in any instance awarded a contract by giving a price differen- 
tial to a firm located in a surplus labor market area. 

I want to make it very clear that we have no intention of ever giving 
them that particular authority. I might say this very frankly 
maybe I am anticipating a question here—if we have no intention of 
giving them that authority then why shouldn’t we amend Defense 
Manpower Policy No. 4 in order to strike out of it provision for a 
differential? I think that that is a very valid question and I think that 
personally is something that I should look at and consider; the possi- 
bility of striking out of Defense Manpower Policy 4 the authority 
which is there now, to give a price differential; an authority which has 
never been exercised. 

Representative Brown. May I call your attention to one paragraph 

1 Mr. Warren’s letter: 

As your letter apparently recognizes there is nothing in the Defense Production 
Act, as amended, which of itself authorizes sateen the negotiation of Govern- 
ment contracts or a disregard of normal procurement procedure . 

Now, of course, you can’t expect this committee to carry out the 
intention of Congress unless vou give us the statutory authority upon 
which you rely. 

I will go on further: Is it your understanding that on January 14, 
1952, the Comptroller General of the United States ruled that there 
is nothing granting the authority in the Defense Production Act of 
1950, which I have just read? Do you understand that? 

Mr. Fiemmina. That is right. He did not base his ruling on the 
Defense Production Act. I agree with you. 

Representative Brown. There is nothing in the Defense Produc- 
tion Act of 1950 as amended, which of itself authorized generally 
negotiation of contracts or a disregard of normal procurement 
procedures. 

That brings me to this, Mr. Flemming: As a member of this com- 
mittee, when you set aside any of these contracts or negotiations and 
cut my people out, I want to state that I have it on good authority, 
in the State of Georgia less than 5 percent of the mills are working 
less than 89 hours, and that is true in other Southern States, North 
Carolina, South Carolina, Alabama, and Georgia. It simply means 
with this thing you have gotten up the South is out. Therefore, 
when you set aside any contract I want to know what that contract 
is because I want to take it to Mr. Lindsay Warren. Weare up against 
it. I want each contract, when you set it aside for negotiation and 
not let to the lowest bidder, referred to Mr. Lindsay Warren for him 
to go into that contract. That is the purpose for which this committee 
was formed. When you stray from the intent of Congress | think 
we ought to look into every one of them. I intend to do it. 

Mr. Ftemmina. Mr. Congressman, may I say I fully appreciate 
your position, and I certainly feel if there is any question about the 
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legality of a procedure of that kind that it should be submitted to 
the Comptroller General for a ruling, because that is the way our 
form of government operates 

Representative Brown. It looks from your testimony as though 
each one of these set-aside contracts is questionable. I want each 
one submitted to the Comptroller General. You are getting into 
something where the taxpayer is going to be heard from when you 
get away from the intent of Congress. 

In the first place, the only wav you could negotiate a contract was 
for the purpose of getting material fast, and not for unemployment 
purposes. 

Mr. FuemminG. Could I say, as you know we did set up a panel to 
hold hearings on the textile industry as we promised we would do and 
as | understand at those hearings quite a number of representatives 
from Southern States appeared and stated 

Kepresentative Brown. I am going to go into that later on. 

Mr. Fuemmina. And stated there were quite a number of mills 
operating less than 80 hours, so consequently when we put this parti- 
cular provision in, we felt we were putting in a provision which would 
operate equitably throughout the country and would not result in any 
geographical discrimination at all. 

Representative Brown. I talked to Mr. Ted Forbes on Saturday 
morning. He is secretary of the Manufacturers Association for the 
Southeastern States, and if there is any man who ought to know, he 
should. He said that less than 5 percent of the mills in the Southeast 
operate less than 80 hours per week. 

Let’s go to this question: Does the ODM rely on any part of the 
Defense Production Act as authority for Defens« Manpower Policy 
No. 4 and Notification 38? 

Mr. FLEMMING. | have said we feel the objective of the policy and 
objective of section 2 are consistent. 

Senator MayBank. I want to repeat again section 2 because I was 
chairman of this committee, when section 2 was written into this law 
by Senator Robertson and Senator Bricker; it says that 
section 2 of the Defense Production Act, as amended, clearly indicates congres- 
sional intent in stating that the powers in this act should be used within the 
framework as far as possible of the American system of competitive enterprise 

That is what it says. We stayed up here one night and wrote the 
thing. 

Mr. FLtemminc. | am in complete agreement with that, Senator. 
My contention is that the policy has been operated within that 
framework. If we had gone to a price differential, why, then I think 
we would have a real argument and that was the thing that we really 
discussed before. 

Representative Brown. As I understand, you rely entirely now for 
your authority on section 2 (c) (1) of the Armed Services Procurement 
Act of 1947? 

Mr. FLemmina. Plus the overall powers of the President as reflected 
in the Executive order establishing the Office of Defense Mobilization. 

Representative Brown. Answer my question. I say that is the 
only authority you rely on? 

Mr. Fiemminea. Those two, that is right. 

Representative Brown. What two? What besides section 2 (c) 
(1)? 
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Mr. Fiemminec. The Executive order of the President has the force 
of law unless it is in conflict with a statute of Congress or in direct 
violation. 

Representative Brown. He can’t issue an order either unless he 
has statutory authorities. You have some capable attorneys. 

Senator SmiraH. What is he asking about, talking about the so- 
called implied inherent powers of the President? Is that what he is 
getting at, the same powers he had when he took over the steel in- 
dustry? 

Representative Brown. I am not getting into that area. 

Senator Smira. What implied authority is it? 

Representative Brown. That is what I have been trying to get for 
6 months. 

Mr. Fiemmina. If I could havea couple of minutes on that I would 
be very glad in a nonlegal manner to try to indicate what I feel is the 
basis for this: The President, in establishing the Office of Defense 
Mobilization, issued an Executive order in which he said that the 
Director of that Office was to direct, control, and coordinate all 
aspects of defense mobilization, including manpower, production, 
procurement, etc. 

On the basis of that, the Director of Defense Mobilization, over a 
period of the last 2 years, has issued a number of policies in the 
manpower field, designed to achieve certain overall objectives in the 
manpower field; one of those objectives being, insofar as possible, 
to put the work where the workers are. 

Senator Smirn. That means life or death to a community. It 
could mean life or death to a particular community, couldn’t it? 
Carry it to its logical conclusion. That could mean life or death 
to a particular community, couldn’t it? 

Mr. Fitemmine. No. I think it is designed to avoid that situation. 
To put the work where the workers actually are at a particular time. 

Senator Smiru. That is where the person making the order thinks 
the work ought to be placed, isn’t it? 

Mr. FLemminea. Consistent—that is right. If I could follow there 
now, Senator: In the carrying out of that particular objective, the 
President and the head of the executive agency that may receive a 
delegation must do it within the framework of existing law. In other 
words, in this particular instance, the act that was really interpreted 
by the Comptroller General was not the Defense Production Act, but 
the act that was interpreted by the Comptroller General was the Armed 
Services Procurement Act, and he in effect asked the question: “Is it 
possible for the President, the Director of Defense Mobilization and 
the Secretary of Defense to carry out procurement in this particular 
manner under the provisions of the Armed Services Procurement 
Act?” And his answer was, “Yes, it can be done.”’ 

And Mr. Wilson didn’t issue his order until he received that assur- 
ance from the Comptroller General, because I can assure you that he 
wouldn’t have issued an order that he felt was in violation of the law 
or the intent of the Congress. But he went even further, the Comp- 
troller General did. He said he could put in a price differential if 
you wanted to. 

Now, actually the Department of Defense has carried this out within 
the provision of the Armed Services Procurement Act, without giving 
any price differential at all, but in accordance with its normal proce- 
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dure, so that all the Comptroller General said to Mr. Wilson was, 
“Yes, the Armed Services Procurement Act does make possible a 
procedure of this kind.” 

When Mr. Wilson received that assurance, he issued an order and 
not before. 

Representative Brown. I want to say, or what I meant to say a 
while ago was that not more than 5 percent of the mills down south 
in these States 1 referred to are working less than 80 hours. 

Mr. Fiemmine. That was my understanding of your statement. 

Representative Brown. All of them are working more than 80 hours 
except 5 percent of the mills, and have three shifts. 

Mr. Fitemuinc. That is right. 

Representative Brown. I want to read to you again, if you don’t 
mind, what Mr. Warren said in regard to the authority on which you 
relied, in his letter of January 14, 1952. With reference to section 2 
(c) (1), he says, ‘‘ Despite such authority, it would not normally”’ - 

Mr. Fuemmine. What paragraph? 

Representative Brown. “It would not normally appear” 

Senator MayBank. What paragraph? 

Representative Brown. That is the last paragraph of his letter. 


[Reading:] 


Despite such authority, it would not normally appear to be in the public 





interest for the military departments to make awards of contracts to a firm or 
group of firms when it is known at the time that the services or supplies are 
obtainable elsewhere at a lower pirce. If, however, the Military Establishment 
determines that for the reason set forth in your letter it is necessary in the public 
interest that awards be made in specific instances at prices other than the lowest 
which might be obtainable, this office will not be required to object to otherwise 
prior payments under contracts so awarded It is understood, of course, that 


if in its review of the transaction 

go before Mr. Warren— 
of the type here in question, this office feels that there has been an improper 
exercise of authority to negotiate contracts and make awards for the purpose 


indicated, it may be necessary to report such instances to the Congress for its 
consideration, or to take such other action as may be warranted. 


That is the reason I want them all to 


Senator Maysank. Mr. Brown, would you yield? 

Representative Brown. Yes 

Senator MayBank. I would like to make a motion to the acting 
chairman that the joint committee members communicate to him in 
writing, asking him to check all of these contracts and report back to 
the chairman of the committee as soon as possible. 

Representative Brown. I think that is a good idea, Mr. Chairman. 

Senator Maysank. I will make that motion. Will you second it? 

Representative Brown. I certainly will. 

The Vick CHarrMaN. All in favor Say “aye”; opposed ng.” dbo 
carried unanimously. 

Mr. Fitemmine. May I at this point, Mr. Chairman, say that the 
authority which the Comptroller General is talking about here has 
never been exercised. I think we have got to make that very, very 
clear. I mean that the authority that he is talking about in this 
letter has never been exercised by the executive branch of the Gov- 
ernment. 

The Vice CuairMan. In other words, there is no question involved, 
as far as you know? 

Mr. Fiemmine. That is right. 
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Representative Brown. I don’t agree with that. I will ask you to 
develop that. too 

Mr. Fuemmine. This question deals entirely with question of 
whether a price differential could be given 

Representative Brown. In “public interest,’”’ in seetion 2 (ec) (1) 
the intent of the Congress was interest of the Government and not 
to solve unemployment problems. That is where you got off on the 
wrong foot I will bring’ that out later on and prove to you l am 
right 

Mr. Fiemmina. All right 

Representative Brown. As you understand the contracts negoti- 
ated under section 2 (c) (1) of the Armed Services Procurement Act 
of 1947 must be necessary in the public interest; isn’t that right? 

Mr. FLemmine. Well 

Representative Brown. That is what Mr. Warren says. 

Mr. FLtemminG. Authorizes negotiation of contracts in times of 
national emergency, when the public interest requires. 

Representative Brown. That is right. That is where you slipped 
up. What do you mean “public interest’? Public interest means to 
get critical materials fast at the lowest cost you can. 

Do you interpret section 2 (c) (1) as it relates to public interest to 
refer to the interests of the Government in a direct manner, such as 
savings through purchasing through negotiation at a lower price, or 
the necessity to negotiate in order to obtain a critical item? 

Mr. Fiemminc. Those are certainly some of the considerations 
that the Government should keep in mind, definitely. 

Representative Brown. Don’t you think that was the intention of 
Congress? 

Mr. Fiemmina. Definitely, Congress had in mind when factors of 
that kind were present, the Department of Defense should be governed 
by them. 

Representative Brown. Do vou think Congress ever intended that 
‘public interest”’ in section 2 (c) (1) of the Armed Services Procure- 
ment Act of 1947 would be used as a method of solving unemployment 
problems? That is a direct question. 

Mr. FiemMina. Yes. 

Representative Brown. You do? 

Mr. Fiemminc. Pardon me. I am saying the question is a direct 
question. I will be glad to respond to it. 

Mr. Wilson, in issuing Defense Manpower Policy No. 4, arrived at 
the conclusion that it was in the public interest to make the most 
intelligent utilization of our human resources. He arrived at the con- 
clusion that a failure to take steps to make the most intelligent use 
of our human resources would in the long run place a financial burden 
on the Government, an unjustified and undue financial burden on 
the Government, from the standpoint of unemployment compensa- 
tion, and he also arrived at the conclusion that a failure to utilize 
those human resources, where they actually were, in most instances, 
would in the long run result in an additional burden on the Govern- 
ment in terms of housing, construction of housing, and community 
facilities. He definitely felt that that was a factor that should be 
taken into consideration. 

Representative Brown. He is a very intelligent man and very 
wisely didn’t try to put in foree Manpower Policy 4 before he went 
out of office. 
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Mr. Fiemmine. Mr. Congressman, most—a good deal of it 

Representative Brown. What set-aside contracts did you have 
while Mr. Wilson was in office.? 

Mr. Fiemmina. As far as the textile set-asides are concerned that 
did not take place while he was in office; that is correct. 

Representative Brown. We know why. Because we knew he 
wasn’t in favor of it. I will say that on the record. 

Mr. Fiemmina. Those set-asides were not worked out 

Representative Brown. He knew it wasn’t practical to enforce. I 
would like to know what men in your agency are in favor of this 
policy, Manpower Policy No. 4, and who are against it. It is my 
understanding the plan you have is so difficult to work out that you 
can hardly enforce it, and everybody in your employ is against it. 
Is that right? 

Mr. Fiemmrina. I don’t so understand, Mr. Congressman, and it 
is conceivable that there are people in the Department of Defense 
who are charged with the responsibility of procurement, who feel 
that this is one additional burden that is placed upon them, along 
with the small business set-aside program, and so forth, and are 
restless under it. I can understand their poiat of view. 

Representative Brown. When we get through reorganizing and 
putting everything else under ODM, you will see it will be more 
difficult. I think we had better stop this thing right now. 

Is it your understanding that the ruling of the Comptroller General 
is binding on the Office of Defense Mobilization? 

Mr. Ftemmina. That is right, that the Director of Defense Mobili- 
zation could never issue an order that the er General felt 
was illegal, or in conflict with the intent of the Congress. 

Representative Brown. Can you state whether the Government 
has negotiated for supplies under Policy No. 4, or Notification 38, 
when these supplies could have been obtained elsewhere at a lower 


price? 
Mr. Fiemmina. As far as I know the oe nt has never placed 
a contract under Defense Manpower Policy 4 at a price higher than 


it would have cost them to put it anyplace e ie 

There has never been a price differential. 

Representative Brown. Is it true that the Comptroller Gen- 
eral’s ruling interprets public interest in procurement to be the 
interest of the Government? That is the question. 

Mr. Ftemmina. That is right. 

Representative Brown. In the interest of the Government. 

Mr. Fiemmina. That is right. Public interest is the usage of the 
law but in the interest of the Government; yes. 

Representative Brown. Has the Comptroller General ever indi- 
cated in a ruling that unemployment is a matter to be considered 
under section 2 (c) (1) of the Armed Services Procurement Act of 
1947? 

Mr. Fuemminea. Mr. Congressmi an, as I interpret the ruling that he 
did issue on January 14, 1952, he said to Mr. Wilson, “It is proper for 
you to keep or to take those considerations’’—the considerations I 
have just outlined—‘“‘in mind, in the issuance of this policy.” 

Representative Brown. The introduction of Defense Manpower 
Policy 4, when issued, stated that the overriding need is to obtain on 
schedule the goods and services required for defense. 
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Why should it now be necessary to negotiate contracts to secure 
textiles on schedule for defense? That is the very thing referred to 
by Senator Maybank a minute ago. 

Mr. Ftemmine. Mr. Congressman, that does go back to the state- 
ment that I made earlier relative to the philosophy underlying 
Defense Manpower Policy No. 4, namely, conviction on the part of 
Mr. Wilson—I was associated with him—that it would be in the 
public interest to place the work where the workers actually are. 

Representative Brown. In the hearing, in February 1952, Progress 
Report No. 18 of this « oo on page 904, you referred to Defense 
Manpower Policy No. 4, section 8, as follows: This is your testimony. 

Mr. FLemMina. ( oul | have the page on that again? 

Representative Brown. Page 904 of the hearing. 


In other words, that section recognizes the fact that if vou just look at an 
isolated area by itself without regard to what action taken in that area might have 
on a great many other areas throughout the country, it would be an unwise 


procedure. 


How do you reconcile this statement with Notification 38? 

Mr. FLemmine. Mr. Congressman, that principle that I enunciated 
there is one we have kept in mind throughout and as far as Notification 
38 is concerned, as I have indicated, the evidence taken at the formal 
hearing that was held on the textile industry indicated that if some 
special consideration was given to mills operating less than 80 hours, 
or 80 hours or less, that that would be of assistance in various parts of 
the country and would not have the effect of discrimin: iting against 
one part ol f the country. 

Representative Brown. You understand, if I am correct in stating 
how many mills work over 80 hours a week, it simply means if we get 
any of these contracts we will have to do away with the third shift 
That creates a surplus of manpower in the Southeastern States. What 
are those people going to do? Of course you can make an article much 
cheaper if you have three shifts than you can with 1 or 2 shifts. 

Senator Smiru. May | ask this question. What are you going to do 
with those people who are thrown out of work? 

Representative Brown. In my State we have no work for them. 

Mr. Ftemmuina. Mr. Congressman, first of all may I point out the 
fact that, again, if any mills that are working 80 hours or less are to 
get any of the se contracts they must meet the bid prices so this isn’t a 
question of whether we get it done cheaper one place or another. 
They must meet those bid prices. 

Senator Maypank. There again I want to repeat; when they know 
they are going to be able to negotiate a set-aside they are going to bid 
higher in my judgment. 

Mr. Fiemmine. | peetemete your point of view on that, Senator, 
and my own feeling has been it has worked the other way. Maybe 
the Department of Defense ar urement people can give us some help 
on that. Could I just answer the Congressman’s questions there? 

On this particular question, again, as I say, the evidence that was 
presented to the panel that conducted hearings on the textile industry 
indicated that this condition of mills operating less than 80 hours was 
a rather prevalent condition, and may I, Mr. Chairman, call attention 
to the fact that in these very hearings, statements were made to me 
by members of the committee to the effect that there were a good many 
places in the South where they were working only 3 or 4 days a week, 


ye 


\~ 
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and that is what occasioned the kind of statement that I made here on 
page 940, and that I reiterated time and again. It doesn’t make sense 
to correct a labor-surplus situation in community A and create a labor 
surplus situation in community B 

Representative Brown. That is right. 

Mr. Fiemmine. If that is going on we want to correct it 

Representative Brown. Senator Maybank, Senator Johnson, Sen- 
ator Smith, and | just told you the situation in our section of the 
country. We want to get some of these contracts. Let me quote you 
further, on pages 905, 909, of Progress Report No. 18, vou stated that 


It wouldn’t make sense for anything to be done under this policy which would 
cure or help to cure or alleviate a une mploy nent tuation it ye part of 
country, and create unemployment somewhere els« 


Isn’t that exactly what Notification 38 could be expected to do? 

Mr. Fiemmina. I stand on those statements and in our judgment, 
on the basis of the evidence that was presented to us, Notification 38 
would not do that 

Representative Brown. I think you are by yourself on that. On 
page 909 of that hearing, you promised to take a look at the textile 
industry as a whole, and this is what you said: in response to a ques- 
tion by Senator Smith, of North Carolina. Senator Smith asked 

If it would not be possible for the Government to purchase a hundred dozen 
sheets in New England at a higher price than in North Carolina or South Carolina 

¥ou answered, That it conceivably could follow, assuming that we did not take 
a look at industry as a whole 

Is it true you are paying higher prices in New England under 
Notification 38 and at the same time stating you are considering the 
industry as a whole? 

Mr. Fiemmine. Mr. Congressman, to the best of my knowledge 
we are not paying higher prices to New England under Notification 
38. It makes no provision for a price difference. They have got to 
meet the bid prices. Otherwise they don’t get the business, and when 
I had the exchange with Senator Smith in connection with that hear- 
ing, at that time I was trying to justify the possibility of a price 
differential, as the Senator will recall. It wasn’t an easy process, and 
as a result of some of the experiences before this committee we pulled 
away from it. 

Representative Brown. I am not accusing vou of suggesting the 
80-hour workweek. I will come to it later on, because somebody 
knew the situation in the South. They got this formula up that mills 
had to work less than 80 hours a week. That shut us out. 

1 am coming later on to the man who suggested that—a man in 
New England. My people know it. 

On page 909 of Progress Report No. 18. you stated that you were 
justified in paying a higher price in surplus labor areas because 
you would have to spend rather large sums of money on unemploy- 
ment compensation. How much has the Government saved on 
unemployment compensation through Notification 38? 

Mr. Ftemminc. That I could not answer without having put 
somebody to work to get the figures. 

(The information referred to follows:) 

It would be virtually impossible to obtain exact figures. Unemployment 
compensation is paid from employer contributions. The Federal Government 
pays the administrative cost and also is affected by tax losses when men and 
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machines are idle Che heaviest impact is on the communities. When large 
numbers of men are unemployed other businesses lose sales, taxes are lost, addi- 
tional relief payments must generally be made—and because of these conditions 
new industries become more hesitant about locating in these communities Ob 
viously, the placement of $48 million in contracts in surplus labor areas created 
ma! obs both in manufacturing and in supporting service Textile awards 
under Notification 38 should have the same effect 


Representative Brown. We sure want it, because this thing means 


bread for my people. It means unemployment if you follow this 
policy out for a great many people in all the Southern States. This 
was a procurement bill that we passt d. I want to vO to some oe neral 
questions now. ‘There are just a few 


Mr. Fuemmine. Could I say there again, that that last question 
was based, again, on my justification of a possible price differential, 
and we have not given any price differential at all. I just want to 
make that clear. I would also like to Say this 

Representative Brown. If you will pardon me, I am trying to 
cover this fully, especially your authority, so Mr. Warren will have a 
right to review it again. 

Mr. Fiemmina. | would be very happy to have that done, sir. 

Representative Brown. Will you also prepare a brief for the 
committee setting forth all statutory authority for Defense Man- 
power Policy No. 4? 

Mr. FLtemminea. I| will be very happy to. 

Representative Brown. And Notification 38? 

Mr. Fiemminea. All right. 


(The information referred to follows:) 


The Office of Defense Mobilization was established in the Executive Office of 
the President by Executive Order 10193 of December 16, 1950, which was issued 
by the President “by virtue of the authority vested in [him] by the Constitution 
and statutes, including the Defense Production Act of 1950, and as President of 
the United States and as Commander in Chief of the Armed Forces.’”’ Section 2 
of the Executive order provided that ‘‘the Director shall on behalf of the President 
direct, control, and coordinate all mobilization activities of the executive branch 
of the Government, including but not limited to production, procurement 
manpower, stabilization, and transport activities.’ 

Section 7 (i) of the National Manpower Mobilization Policy issued by the 
President on January 17, 1951, states that ‘production will be scheduled, materials 


, 


allocated, and procurement distributed with careful consideration of available 
manpower. Whenever feasible from an economic and security standpoint, pro- 
duction facilities, contracts, and significant subcontracts will be located at the 
sources of labor supply in preference to moving the labor supply.” 

DMP 4 and Notification 38 were issued by authority of Executive Order 10193 
and to carry out the National Manpower Mobilization Policy. ‘Lhe basic objec- 
tive of Defense Manpower Policy No. 4 and Notification 38 is the same as that 
of the Defense Production Act, expressed in section 2 of the act, calling for the 
development and maintenance of American economic and military strength. 
Consistent with this, Defense Manpower Policy No. 4 has the following purposes: 

(a) To coordinate conversion from civilian to military production; 

(6) To minimize strains and dislocations in the economy resulting from 
such conversion; 

(c) To preserve employee skills necessary to the fulfillment of Government 
contracts and purchases; 

(d) To maintain productive facilities; 

(e) To assure utilization of the Nation’s total manpower potential by 
making use of the manpower resources of each area; and 

(f) to help assure timely delivery of required goods and services by locating 
procurement where the needed manpower and facilities are fully available. 

The policy determined by Defense Manpower Policy No. 4 and notification 38 
is carried out through the use of subsection 2 (c) (1) of the Armed Services Pro- 
curement Act which authorizes the negotiation of contracts determined to be 
necessary in the public interest during the period of a national emergency. 
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Representative Brown. We are attempting to abolish economic 
controls and return to a free economy. I asked the Senator from 
Massachusetts why has ODM pursued a different course by imposing 
controls on the textile industry? That is something you can’t 
answer. We are getting away irom controls and I come back and 
tell my constituents that you are insisting on controls in the textile 
industry that will put our people out of employment. That is 
practically what you are doing. 

Mr. Fuemmuina. If evidence is presented to the ODM indicating 
that under Notification 38 we are helping an unemployment situation 
in one part of the country and m doing so, are creating a labor sur- 


plus area in another part of the country, I can assure you that Noti- 


fication 38 will be looked at again with the idea of its bemg amended. 

Representative Brown. I just have 3 or 4 more questions. Will 
you give us the reason for the secrecy which surrounds textile procure- 
ment at the present time? I have been trying since Christmas to 


get through our committee all about these contracts; some people 
from Georgia, South Carolina, and Alabama say you are negoti- 
ating set-asides | couldn’t find the facets. I took it u 
committee. Why has procurement been so secretive? 

Mr. FitemminG. I am sure you appreciate the fact we do not have 
operating responsibility for procurement. We simply develop the 
policy and then the Department of Defense assumes the operating 
responsibility. 

The Vick CHarrMan. In the letting of the contracts? 

Mr. Fiemmine. That is right. 

The Vick CHarrMAN. You don’t let the contracts? 

Mr. Fuemmina. We haven't anything at all to do with that 

The Vice CuatrMaNn. That is what I thought. 

Representative Brown. That is the reason I want the contract 
information brought to the committee. Who made the proposal 
relating to the 80 hours per week? 

Mr. Furmmina. | do not know where that came from. 

Representative Brown. I think I know. 

This proposal was made by Mr. Solomon Barkin, research director, 
Textile Workers of America, ClO. You will find that on page 254 of 
the hearing before the Surplus Manpower Committee in March 1952, 

Mr. Fiemuine. That is before the panel hearing that was set up 
for that. 

Representative Brown. Why should anyone desire to aid one 
section of the country to the detriment of another. Mr. Barkin 
knew well that our mills were working over 80 hours a week. 

Mr. Ftemmine. Mr. Congressman, may I say again that the evi- 
dence at that time was to the contrary; that there were a good many 
mills that were not operating 80 hours a week. In fact the evidence 
was that there were a good many of them working only 2 or 3 days a 
week and unemployment was serious. 

Representative Brown. It is not too late for you to change your 
course, then. 

Mr. Fuemminc. No. As I just said, if evidence is presented indi- 
cating that this policy 

Representative Brown. Mr. Barkin said that an 80-hour, two-shift 
workweek is usual in the textile industry. 

Was your mill policy based on that kind of evidence? 


p with this 
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Mr. FLemmina. It was based on evidence that was presented to the 
hearing less than a year ago. 

Representative Brown. I will say that my information is that less 
than 5 percent of the textile mills in my State work less than 80 hours 
per week today and that percentage should not have been materially 
different when Defense Manpower Policy No. 4 was issued. 

Mr. Fiemminc. Mr. Congressman, ! will be very happy to set up a 
panel to take testimony on that situation as it exists right now. 

Representative Brown. I have many more questions to ask but in 
view of the fact that Mr. Flemming has an engagement at the White 
House I will not present the questions. 

Mr. Fiemmina. I still have time, Mr. Chairman. I have addi- 
tional time if there are other questions. 

Representative Brown. Some of the other gentlemen want to ask 
questions. 

Senator Maypank. I wanted to ask one question. 

1 understood Mr. Flemming to say that this policy was not approved 
entirely, if I remember correctly, by the procurement agencies because 
it gave them another burden. 

Mr. FtemmineG. I am sure that some of them feel that way. I 
would too if I were in their position. 

Senator MAyBANK. You are a policy making agency? 

Mr. Fiemmine. That is right. 

Senator MayBpank. As to these procurement agencies, have you 
any idea how much more money this procedure is costing the tax- 
payers on these bids and notifications, etc., that everybody sends out 
from the Army and Navy, that partly accounts for the mass of mail 
I have? 

Mr. Fiemmina. I don’t. This is one of a whole list of things they 
have to take into consideration. J am sure it does represent addi- 
tional cost from an administrative point of view. I think that has to 
be taken into consideration. 

Representative Brown. I would like to ask one question: Do you 
know anything about the exact method by which these procurement 
agencies carry out their contracts? What is the method? 

Mr. Fuemmrna. I have outlined here my understanding of the way 
in which they proceed, Mr. Congressman, in my direct testimony. 

Senator MayBank. Let me ask a question, one question. I have 
a long-distance call. We are going to recess until what time? I don’t 
think you are going to take up the procurement agencies now, are you? 
What is your intention, Mr. Chairman? 

The Vice CuHarrMan. Are you through with Dr. Flemming, Mr. 
Brown? Do you want him to come back this afternoon? 

Representative Brown. I have covered it in a general way. I 
won’t ask him any more questions. 

The Vick CHatrMAN. Do you want to come back this afternoon 
or is it necessary? 

Dr. FLemmine. Whatever the pleasure of the committee is on that. 
I would be glad to come back tomorrow. 

Senator MayBank. I asked you so many questions when you read 
your statement I have no more questions but I would like to ask the 
procurement agencies some questions this afternoon. 

The Vice CHatrMAN. I thought we could go on this afternoon and 
try to complete the hearing. 
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Senator MayBank. What time would you meet? 

The Vick CuarrMAN. 2 0’clock. 

Senator Smira. I have one question to ask Dr. Flemming, Mr. 
Chairman. 

What is the objec ‘tive of your activ ity now? What is the objective 
with respect to trying to create a situation for differentials in price 
in one section over another, or to aid employment at one section, 
which may result in unemployment in another section. Is it to 
increase the production of those products that the Defense Depart- 
ment needs? Just what is the objective of your department right now? 

Mr. Fiemina. It is our objective certainly, to do everything pos- 
sible to assist the Defense Department insofar as the production of 
items that are needed for the defense program is concerned. 

Senator Smrrv. Are there any items now that are not in production 
that your department can assist in getting production that the Defense 
Department needs? Does it call on you to try to get production? 

Mr. Fiemmrna. I do not know of any specific situation. 

Senator Smrru. That is what I am getting at, Doctor. 

The way our economy is geared now, there are now critical shortages 
of items ths at the Defense Department can’t get that they need. That 
is right, isn’t it? 

Mr. FitemminG. I would prefer to have the Defense Department 
testify on that. 

Senator Smiru. So far as you know there are no critical shortages 
or shortages of critical items that the Defense Department needs? 

Mr. Fiemmina. Textiles, no. 

Senator Smirxa. What is the objective of your department in dealing 
with this matter now? 

Mr. Fuemmina. In other words in keeping Defense Manpower 
Policy No. 4 in effect. Simply to help in the fullest utilization of the 
manpower of the country, with the understs anding that it will be done 
only when it can be done without costing the Government any more 
money. 

Senator Samira. What does your department cost in money now? 
How many men and women do you have employed? 

Mr. Fitemmina. As far as the ODM is concerned, you appreciate 
we have recently been given responsibility for the old NSRB, as 
supervising the NSRB; the Defense Production Administration was 
transferred to us by Executive order. We have roughly at the present 
time, I think, between 350 and 400 on our payrolls but we are in the 
process also of reducing force because we have been eliminating a good 
many of the controls on materials, lean. ages, etc., as you ae 
and consequently have been making the liatasanda that need t 
be made. 

Senator Smita. What I was trying to get at Doctor, in all fairness, 
is what is the function of your department now and what is the need 
of those functions that you are exercising being exercised under the 
present state of our economy? 

Mr. Ftemminea. If you want to move into the whole area of the 
operation of the Office of Defense Mobilization, of course then it is 
necessary to take a look at the total Defense Production Act and the 
responsibilities that have been assigned to the Office of Defense 
Mobilization under the Defense Production Act; for example, such as 
the whole problem of handling your borrowing authority fund in 
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section 304 of $2.100.000.000: vou have vour question of a partial 
type of materials control which still exists as far as copper, steel, and 
aluminum is concerned, in order to insure the fact that defense and 
AEC needs are given prior consideration, and we could LO right down 
the Defense Production Act 
Senator SmirH. What I was getting at, there is not the same need 
or occasion for the exercise of functions that vour department exercises 
that there was back 2 or 3 vears ago? 
[r. FLemmine. The picture has changed considerably, and also 
the mobilization planning functions, in terms of all-out mobilization, 
and so forth, are vested with, or are part of the responsibility of ODM. 


Senator Smirx. I noticed a question I asked vou last vear. It is 
on page 911 of Progress Report No. 18. Your answer was: 

If you eliminate the need for usi manpower intelligently, then I would say 
there is no reasor hut heeause of the econvictio on our part that we should 
utilize manpower more effectively this kind of a procedure has been set up. 


I wanted to question if what you were trying to do was to handle 
the labor situation as well as the possibility of dealing with a price 
diffe ential? 

Mir. Fremmina. That was the whole 

Senator Smiry. Wouldn’t that answe idicate t 

Mr. FLemuinea. The price differential is out. We haven’t used it. 

Senator Smirx. But because of the conviction on our part that we 
should utilize manpower more efficiently, this kind of procedure was 
set up: 

Mr. Fuemmuinea. That is right 

Senator Smite. What vou were really thinking about was handling 
labor from the labor end of it and not from the price differential? 

Mr. FuremMuiIna. Our primary consideration was to vet Maximum 
utilization of the Nation’s manpower resources, that is right. 

The Vice CuarrmMan. And avoid unemployment? 

Mr. Fuemmina. That is right 

Kepresentative Brown. Mr. Flemming, | wish you would supply 
the record with this: I would like to know how many set-aside con 
tracts have been awarded to the South and how many have beer 
awarded to New England 

The Vi E CHAIRMAN Would you have that or would that come 
from the Defense Department? 

Mr. Fremmine. That would come from 
You mean under Notification 38? 


> 


Representative Brown. That is right 
\ 


he Defense Department. 


‘ir. Fuemmina. I think you will find the Department of Defense 


will have as much information as is now available on that point 

Senator Smiru. You don’t have the information yourself. The 
Defense Department hasn’t reported to vou the extent of the use of 
that? (See p. 86.) 

Mr. Fremminea. That is right. As I understand, they have some 
partial figures on it and will provide the committee with it. I don’t 
think the story is complete on this $13 million set aside that I talked 
about earlier 

Senator SmiTH. You subscribe to the theor we have: it isn’t cong 
to do this country any xood to employ people in one section of the 
country and that employment render other groups of equally large 
number unemployed in another section? 
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Mr. Fiemmina. I stay with that. I stated it a year ago and I say 
again, it makes no sense for the Federal Government to follow a 
procurement policy which would att mpt to alleviate a labor surplus 
situation one place and create a serious labor surplus situation in 
another place. The Federal Government has no business doing 
anything of that kind. As I indicated to the Congressman, if there 
is evidence that Notification 38 is having that effect, we will certainly 
take that into consideration and think in terms of the reviewing of it. 

Senator SmirH. Don’t you have a suspicion to some extent it 
has created that situation now? 

Mr. Fiemmina. Frankly on the basis of all of the information that 
has been available up to now, I did not have that suspicion, but if 
there is 

Senator Smiru. You have the susp 

Mr. Fuemmina. Apparently there is some evidence to the contrary. 

Representative Brown. Mr. Flemming, as I see it, out of four 
set-asides you made, Fall River, Mass., received $403,200, Bondsville, 
Mass., $342,225, and Philadelphia, Pa., two contracts, $317,000. This 
is according to Mr. John C. Houston’s letter of April 13 to Senator 
Saltonstall. 

There may be more. I want to supply the record with it. (See 
Table D-1, appendix, pp. 100 and 105 

Mr. FuemMinG. | would appreciate having the Department of 
Defense give you whatever information they have on that 

Representative Brown. Tell them to please find some down south 
if they can. 

The Vice CHarrMan. Are you all through, Congressman? 

Representative Brown. | am through 


On how 


The Vice CHatrmMan. Thank vou very much, Dr. Flemming 
We will recess until 2 0’clock. I think you are excused for the day 


(Whereupon, at 12:40 p. m., the committee recessed until 2 


o’clock of the same day 


AFTERNOON SESSION 


Representative TALE. In the absence of the chairman, I| will call 
the committee together to resume the hearing. This is the Joint 


Committee on Defense Production set up under the act of 1950. 
The first witness is Rear Adm. Morton lL. Ring of the Munitions 
Board. 

We are happy to have vou, Admiral. 

Admiral Ring. Thank you. 


STATEMENT OF REAR ADM. MORTON L. RING, MUNITIONS 
BOARD OF THE OFFICE OF THE SECRETARY OF DEFENSE 


Admiral Rine. Mr. Chairman, I have no prepared statement. My 
name is Morton L. Ring, rear admiral, on the staff of the Munitions 
Board of the Office of the Secretary of Defense 

General Hollis, who is here available, is the purchasing officer 
responsible for the military procurement of textiles and apparel 

Senator Mayrank. The unification of military procurement, Ad- 
miral, was in the reorganiation act of the military services. Under 
that act vou combined 
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Admiral Ring. Under the National Security Act, Senator. This is 
one of the ways of complying with the congressional intent on unifica- 
tion of procurement. 

Senator M AYBANK. The unification law concerned all phases, You 
are only concerned with procurement. This is a part of the unification 
law and the total Military Establishment is to be put together so that 
some savings might be made and perhaps there might not be duplica- 
tions; is that right, sir? 

Admiral Ring. That is what we were trying to do, Senator. General 
Hollis is prepared to furnish the statistical answers which Senator 

Capehart requested of the Department of Defense in a recent letter 
and as I said before while I have no prepared statement I am prepared 
to answer any questions that the committee may desire me to answer, 
particularly with regard to the Armed Services Procurement Act of 
1947, which of course preceded the National Security Act under 
which unification was set up, 

Beyond that, gentlemen, I am here to answer any questions that the 
committee may have, and I would ask that you address your questions 
regarding the det: ails of operations of the agency to the man respon- 
sible, who is General Hollis. 

Senator Mayspank. Admiral, you have been here how long? 

Admiral Rina. I reported for duty on the staff of the Munitions 
Joard the 10th of October 1949. 

Senator MayBank. Is it satisfactory the way the Munitions Board 
is handling these contracts insofar as you are concerned, leaving alone 
the intent of the law, or the known intent of the law as was testified 
to this morning by Mr. Flemming? Were you getting along satis- 
factorily as far as textiles were concerned? 

Admiral Ring. Senator, prior to the joming of hands for Army, 
Navy, Air Force, Marine Corps procurement of : ‘xtiles, prior to the 
time of General Hollis’ agency being set up, there was overlap and 
there was duplication. 

Senator MaysBank. I understand that. I mean since then. 

Admiral RinG. Since then I am very pleased with the ng eonggee of 
General Hollis’ office. I must say this, sir, that there are many 
requirements imposed upon every military contracting ‘offic er, and 
each requirement obviously takes some doing. The more require- 
ments there are, the longe r it takes to do it. 

Senator Maysank. I presume the chairman won’t mind my asking 
a few questions because we are going to start working on tideland 
amendments in just a few minutes. 

The Vice CHarirRMAN. Go right ahead, Senator. 

Senator MayBank. Admiral, I was on the Armed Services Commit- 
tee, when we passed the unification law and later resigned when | 
became chairman, or former chairman, of this committee and the 
Banking Committee. 

It was the intent certainly of anything I have worked for in those 
years, to help the military and to help the armed services and to 
help the preparedness program of the country. 

I can’t figure out how they can use a military weapon for a WPA 
program. 

In other words, if people are out of work—and I am saying this, 
I am not asking Feet to agree with me—that is a question for social 
security. That is a question of certain State laws, but our intention— 
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it certainly was mine and certainly it was Senator Russell’s, because 
I have talked to him, and Senator Byrd—that the proper thing to do 
was, if you have to be prepared you have got to be prepared, if you 
are in an emergency or an actual war. There has been some criticism 
because of lack of ammunition. Supposing vou had set aside all of 
this for ammunition. We might not have any ammunition. I am 
just surmising what can happen. I will ask you this question: How 
can you run a Military Establishment with set-asides to determine 
who is or is not out of work in a country that is tremendous in size 
and population and where population shifts change in time of war? 
Could you answer me how that could be done? 

Admiral Ringe. About all I could say, Senator, is that it is a most 
difficult operation. I think if you try hard enough you can do almost 
anything. 

Senator Mayspank. There is no such thing as can’t. I have always 
worked on that theory. It is a difficult operation in time of war. 
And that is what all of this is about. Am I wrong? I mean these 
laws were passed for emergencies. The Production Act was passed to 
get steel and copper. We raised the price of copper to bring it in 
from Chile. We raised certain requirements We limited certain 
allotments of steel for automobiles at a time when the military we were 
told needed them most. You do think it is typical? 

Admiral Rina. Yes, sir 

The Vick CHarRMAN. That was the basic purpose of the Defense 
Production Act. 

Senator MayBank. That is what I thought. 

The Vick CHarrMan. | still think so. 

Admiral Rina. I don’t wish, gentlemen, to put on the appearance 
of trying to argue the worthwhileness of this or any other particular 
proposal that is issued by senior authority 

Senator MayBank. I wouldn’t suggest that 

Admiral Ringe. I have been trained for a long time to go ahead and 
do it when the order is issued. 

Senator Mayspank. It is difficult. 

Admiral Rina. It does become difficult. 

Senator MaysBank. Does it cost more money? Do you have to 
have more employees? 

Admiral Ring. As far as the cost of the operation I think General 
Hollis, particularly with reference to the textile field is better qualified 
to answer that than I. 

Senator Mayspank. I appreciate that. I want it distinctly under- 
stood as previous chairman of this committee—and my good friend 
from New York was with me on this joint committee all during the 
last war—although I come from the South where we have textiles, 
I am not saying that what they do in textiles, particularly the inter- 
pretation Mr. Flemming put on it this morning, that couldn’t be done 
with guns necessarily. You didn’t Say that. 

Admiral Rine. That is right. 

The VICE CHAIRMAN. It could 20 to any category. 

Senator Maysank. That was my understanding. I don’t want it 
to be here for a certain purpose. | never was sectional, wherever the 
military or this committee was concerned. [| think my good friend 
from New York will agree on that. My concern about this whole 
thing is, if this is carried to its logical conclusion it could be done in 
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any area, and in any commodity or any manufactured product. Do 
you agree with me on that? 
Admiral Rina. It could have been; yes, sir 


There is one thing, Senator, that was brought ap this morning: 
Section 2 (c) (1) of the Armed Services Procurement Act was men- 
tioned. It was contained in the Comptroll r General’s letter with 
regard to our statutory authority. There is one point I would like 


to make clear to the committee. 

Section 2 (c) (1) is the authority granted by the Congress in the 
Armed Services Procurement Act when the President of the United 
States has declared an emergency to exist. Congress has said basically: 

Your normal method of procurement shall be after formal advertisement and 
competitive bidding. 

The first exception to formal adverising and competition known as 
section 2 (c) (1) is under an emergency declared to exist by the Presi- 
dent and the basic reason for putting that in—and I was present at 
the hearings and had a little something to do as a witness then for the 
Navy Department—the basic intent of Congress I think was that when 
you get into a national emergency, all of the restrictions to formal 
advertisment and competitive bidding can, in the judgment of the 
contracting officer, be waived. 

| wanted to make that point clear because | think that was that 
what the congressional intent was and, Senator, | quote from a good 
authority, which is your remarks in the Congressional Record of the 
17th of April; that statement is correct. It was an emergency statute 

Senator MaysBank. | didn’t know it was my statement. I ap- 
preciate your calling my attention to it. I always thought that. 
As far as I can find out there is no emergency situation in textiles, 
that the military cannot buy at competitive prices. 

Admiral Rinc. The national emergency was declared by the 
President of the United States to exist 

Senator Mayank. I don’t question that. This is neither here nor 
there. That is over with. That is the war. There isn’t any shortage 
in textiles, is there? 

Admiral Rina. So far as | know—and General Hollis can give you 
better information than I-——his offerings are presently being over- 
subscribed. (See tables D-2. 9, 1063:G, p..10¢; and H, p. 108.) 

Senator MaysBank. There can’t be any national emergency in 
textiles 

Admiral Rina. Just to make the record clear 1 don’t think the 
national emergency in the Production Act had to do with that. 

Senator MayspaNnk. The President of the United States as then 
President declared a national emergency. I will also claim that 
there was a war that they went into and we are in one now. That is 
my privilege to do so as a Senator. I always have said so in any 
meeting I have been in. To take advantage of a national emergency 
to transfer contracts to unemployed areas, to have WPA programs 
instead of letting the military buy their goods as cheap as they can, 
that is the thing. I wouldn’t ask you to comment on it. Congressman 
Brown made a statement today that I think was approved here, 
that we will have Mr. Warren pass on all these contracts. Was that 
your understanding? 

Representative Brown. Yes. 
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Senator Maysank. We will find out what is legal and what isn’t, 
in his opinion; not that we would question you. After all the Comp- 
troller General doubted all this thing. Was that not your statement? 

Representative Brown. Yes. 

Senator Maysank. I am going to write them a letter myself this 
afternoon and ask him to look over all payments. 

The Vick CHarrMAN. Are you through? 

Senator MAyBANK. Yes. 

Representative Brown. 1 do not desire to ask the admiral any 
questions. 

The Vick Cuarrman. Mr. Talle? 

Representative Tarte. Mr. Chairman—Admiral Rin 
comment briefly on the economies that you have been : 
through unified purchasing? 

Admiral Ring. Mr. Congressman, that is a pretty broad question. 
Many of the advantages of unified procurement have to do with a 
simplification of the business processes which an American business- 
man has to go through when doing business with the Government. 
Such economies, so far as | know, are incapable of measuring in terms 
of dollars and cents. I think we have set up, and I am satisfied that 
we have, many improvements to make the doing of that business 
easier. So far as actual dollars and cents, lower bids, there is no way 
to measure that, because the only way vou could truly test the thing 
would be to let each de rw nt go out and buy for itself, or get your 
bid offers that way and then get them under the unified procurement 
if you were trying to match the bid prices themselves. 

I think that unified procurement in and of itself is no magic answer 
to anything. I think certain commodities lend themselves to con- 
solidated procurement better than others. 1 am not wads on the idea 
that bigness of and by itself is any answer to military procurement, 
and I could quote you letter, chapter, and verse on that. 1 think in 
petroleum we have saved a lot of money. 1 think we have helped the 
petroleum industry tremendously. I think we are helping the textile 
industry. I think we are helping the people who sell food, who used 
to sell it to the Army, Navy, and Marine Force and now sell to the 
Quartermaster General, but, in many other areas | do not tlsinal that 
they lend themselves as well to consolidation as others, but I realize 
that is only a general answer. 

It is difficult for me to say what dollar-and-cent economy we have 
achieved. I don’t have that information. Jam not sure it is capable 
of beg produced. 

Representative Tarte. Thank you, Admiral. I can break the 
thing down as it is in my mind into two parts: First, a Congressman 
sometimes chafes at the bit a little when he encounters a lot of red 
tape. I think other people do, too, so that isn’t restricted to Members 
of Congress. 


will you 
le to effe 


ib 
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The second is that I have come upon instances in which one Govern- 
ment agency may have a large stock of something that is not being 
used, and at the same time, some other, or several other Government 
agencies go out to buy that same thing at a much higher price. 

Has there been any of that within the unified agencies? 

Admiral Ring. There has, yes, sir. We are making a really 

strenuous effort to correct it. 
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I appeared before Mrs. Harden’s subcommittee, the Committee 
on—lI am not sure of the title—she has a subcommittee of Mr. Hoff- 
man’s committee on Government Operations in the House. The 
hearing was addressed to that particular point, of how stupid can you 
get by having one party of the Department of Defense holding prop- 
erty and somebody else is going out to buy the same thing at the same 
time. 

We have established working relationships with the General Services 
Administration, charged by Public Law 152, with screening for the 
entire Federal Government prior to disposal. We have our own 
central screening agency within the Department of Defense, which is 
supposed to sereen property prior to reporting into GSA for Federal 
Government screening. 

The fact we have the agency set up does not mean that mistakes 
have not been made. Mistakes have been made. We are trying to 
correct them. We are trying to insure that so far as we possibly can, 
that we set up good, sound screening, so that your program manager 
and your buyer will not go out to buy until a thorough screening of all 
available assets everywhere has been had. 

I don’t mean to tell you we are doing a hundred percent, because we 
are not. We are improving, however. 

Representative Tatue. Thank you, Admiral. 

The Vick CHarrMan. I| think that is all, unless you have a question, 
Mr. Brown. 

Representative Brown. I would like to ask one question. Sup- 
pose I am operating a textile mill and I sign up that my mill runs 
less than 80 hours per week. What other conditions do I have to sign 
besides that? What other warranties are there? 

Admiral Ringe. You have to sign a warranty against contingent 
fees, you have to sign an agreement that no Member of Congress is 
participating, vou have to subscribe to the Buy American Act, and 
its various amendments, you have to subscribe to the Walsh-Healy 
Public Contracts Act, the Copeland Anti-Kick-Back Act; I think Mr. 
Jones can probably tell me the details. He is General Hollis’ lawver. 

Representative Brown. Fourteen, | think. 

Admiral Ring. I thought it was 17. 

Representative Brown. May be itis. What machinery do you set 
up to enforce that? 

Admiral Rina. A staff of lawyers to write the clauses to put in the 
contract and then hope that the thing is going to be complied with. 
We do not have enough policemen to enforce each of the contract war- 
ranties, because if we did, Mr. Brown, we wouldn’t buy anything. We 
would spend all of our time policing them. 

Representative Brown. That is what I wanted to bring out. | 
knew vou were doing a good job, but you don’t have the personnel to 
look into that. You can’t enforce it. It isn’t what you used to have 
in the contract. 

Admiral Ring. We have the right, however, if a report comes 
through and it is approvable, that if a contract warranty has been 
voided by the contractor, it gives us the right to cancel the contract 
out. The fact that we don’t police each such warranty doesn’t mean 
that the inclusion in the contract is without force and effect. 

Representative Brown. Of course, the trouble with that is, it was 
testified the mill was operating two shifts. They could get a lot of 
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other business all at once. It might be critical material, so they put 
on a third shift. Then they can go ahead under the set-aside contract 
and finish that, too, but we get into a lot of trouble. 

Admiral Rive. Of course, we have exactly the same trouble. If we 
could talk about small business, there is preference given to small 
businesses. The express intent of the Congress is that a share will go 
to small business. The definition of a small business is less than 500 


employees. If a contractor has 499 and the next day he hires 1 
more 

Senator MayBANK. Small business in steel is a $50 million outfit 
A small business in textiles is a $2 million outfit. A small grocery 
concern is a $500 outfit. I don’t believe I can ever figure it out. | 


don’t believe you can. 

As you say, they might have 500 employees, but 500 employees in on 
tvpe of work would be far different than 500 in another. Would that 
be correct.? 

Admiral Rina. Yes, except we must find some definition. 

Senator MayBank. I would like to find it. I am for small business 
I am not complaining about your definition. I have been figuring ever 
since they first started the Small Business Committee awhile ago in the 
Banking and Currency how to define ‘‘small business.”’ 

A steel fellow would say small business would be $50 million. That 
would be no small fellow in a grocery or trucking business. It is a tough 
job you have. I commend you in trying to do it. I didn’t mean 
to criticize you as to your defintion of a man who has 499 men today 
and gets a little more work and has to have 510 tomorrow, and he is 
violating the law. 

Admiral Rina. Except that he warranted 499 at the time he took 
the contract. What we have to do is try to get some sort of a working 
definition that is capable of being used. 

Senator MaysBank. I expressed my interest in the small-business 
man. I hope he can get some help. That has been the one headache 
we have had around here since 1941; then we had a special committee 
to hold hearings. The Banking and Currency Committee has to 
write the laws. I have never been able to find out from the Small 
Business Committee or from anybody else what small business is 

The Vick CHAIRMAN. You have two categories. 

Senator Mayspank. That is right. A small business in New York 
City would be entirely different from a small business in Thomson, 
Ga. 

Representative Brown. Surely. I am interested in small business 

The Vick CHarrMAN. It is a nationwide proposition. 

Representative Brown. Under this manpower policy, isn’t it true 
that you purchase more than you need at the present time, in order 
to channel under Notification 38? You purchase more than you need? 

Admiral Ring. We purchase in advance of need, Mr. Brown, in 
order to have the material on time, because one of the problems you 
have got, particularly if it is outerwear, which has a fairly long pro- 
curement lead time, if we don’t have some of the material on hand and 
if we were asking the supplier to bid on the finished garment, it would 
take him so long to get the yard goods to make the garments that we 
would be very slow in getting our material, so we do buy in advance 
of need. 
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We buy the fabric ourselves and General Hollis not only buys the 
fabric, but then the fabric is issued out to the cut, make, and trim 
people, who make up the uniforms for us. We do buy in advance of 
need. I don’t think we buv in excess of need, if that was your question; 

The Vick CHarrMaNn. You have to go on an average of what you 
probably are going to need. Doesn’t that help you? 

Admiral Rina. Yes, sir. We have our records and the best plans 
that we can make for the troops that are going to be called to the 
colors, and so forth. 

The Vice Cuarrman. That is right. 

Admiral Rinc. We do our buying on that basis. 

The Vicr CHAIRMAN. (cain, it isa question of category, the type 
of the materiel you have to have 

Representative Brown. I believe your department was directed 
to accelerate procurement and delivery of the open-to-buy quantities 
under appropriations available for the remainder of the fiscal year 
1952, and take similar action in the first half of the fiscal year, 1953, as 
soon as the fiscal vear 1953 funds become available. 

Admiral Ring. Yes, sir. That, however, is an acceleration and ] 
don’t think it should be stated as buying in excess of overall require- 
ments. 

The Vice CHarrRMAN. If there are ro further questions, thank you 
very much, sir. 

Next is Brig. Gen. Robert P. Hollis, Chief of Agency Staff, Armed 
Services Textile and Apparel Procurement Agency. 


STATEMENT OF BRIG. GEN. ROBERT P,. HOLLIS, CHIEF OF AGENCY 


STAFF, ARMED SERVICES TEXTILE AND APPAREL PROCURE- 
MENT AGENCY 


The Vice CHarrMAn. You have a statement, together with these 
exhibits, sir? 

General Hotuis. Ihave a brief statement prepared, Mr. Chairman, 
which I would like to read. It is one page only. 

The Vice CuarrmMan. If you will proceed, sir. 

General Houturs. The paragraph references herein relate to Sen- 
ator Capehart’s letter to Mr. Houston, Acting Chairman of the Muni- 
tions Board, dated April 24, 1953. 

(The letter and statement referred to follow:) 

AprRIL 24, 1953 
Mr. Joun Hovston, 
Acting Chairman, Munitions Board, 
Washington, dD. .. 

Dear Mr. Houston: Some of the members of this committee have requested 
that information be obtained concerning Defense Manpower Policy No. 4 and 
Notification 38 issued June 4, 1952. 

Paragraph 2 of notification 38 provides that a preference be given to textile 
manufacturers whose operations will not be in excess of 80 hours per week 
Present information available indicates that the set-asides for negotiation under 
paragraph 2 of Notification 38 constitute 20 percent to 30 percent of the total 
textile procurement. 

I request that this committee be furnished information covering total textile 
procurement for the period from January 1, 1953, to date, setting forth the amount 


awarded through competitive bids, the amount negotiated through set-asides, 
the differential in prices paid on set-asides above the lowest bid price, and the 


locations of the manufacturers to which set-asides were awarded. 


I 
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It is contemplated that a aring omm 
Manpows r Poli N t and Notification 38 in t I it 
such representative as vo ma | ut ! e as 1 st 
rhe committee will be interested at that tin no Ln y iniormati as 

1) The effect of the operation of Defense M ) r Poli N 
tile industry, the cost of the p ‘vVtot Gover und th O 

(2) The total amount of textile procurement for ea f the military ser es 
awarded bv competitive bids (i lud r a brea wn into neral classifica s 
of textiles), the name and address of t 3s t a ont as 
awarded, and the price paid 

3) The total amount of textile p lrem of t military s s 
negotiated through set-asides 1] 1 breakdo i! is ‘ 3 
of textiles), the name and addres f the bu ss t i en 
awarded, the price paid, and the differential paid in ¢ 3 of tl owest 

(4) The total amount of set-asides for ea if the tary services w 12 
not yet been negotiated cludir 1 breakdo ral clas 
textes), and the period during which sueh s 1 1¢ ar { bye egot 

5 Information as t I i ust 1 
or a multiple price of \ f 
bid in cases where t! e 1 port on 18 awal { { i ingle pri yy 
lowest bid price and the weighted price used here the advertised ] 
awarded at multiple prices 

(6) Such other information as will be of assistar In arrivit ar ter 
mination as to the specific geographic distribution of all set-s ‘ ‘ 





under Notification 38 
Sines rely yours, 
Homer E. Caprenart, Cha 








STATEMENT OF Bric. GEN. R. P. Hous, Car F AGENCY 8 \ 
SERVIC! PiexTii ND APPAR Proct ENT A Ne 

1. The paragraph references herein relate to Senator Capeheart’s leit to 
Mr. Houston, the Acting Chairman of the Mu yard, dated April 24, 1953 

2. With respect to the last sentence of paragraph 2, set-asides for neg ition 
under paragraph 2 of Notification 38 cons 11.9 ( of the total t 
procurement for the first 4 months of the calendar vear G5. 

3. With relation to paragraph 3, t! lata reque ! have been assembled in a 
brochure, copy of whit h has be nh gly to e€ac I ms yt the co I ce 1 
the committee counsel 

4. The following answers correspond to thi imbered paragraphs iz ator 
Capehart’s letter (see appendix for tables 

(a) It is not considered that Armed Servic rextile and Apparel Procurement 
Agenevy is a competent withess as to tne effect of tl eration of Def 
power Policy No. 4 on the textile industry or as to t need for the poli Cer 
tain data reli vant to the cost of the voliev to the Gx ernment art ( ided 
table E-4. As a generality, since the weighted average price of formally adver 
tised awards is used as the target for negotiated contracts, there is not as rule 
any additional cost to the Government involved, because cases are exce pti al 
where we would be able to obtain our entire requirements at the lowest p1 
awarded pursuant to formal advertising. There are, however, certain administra- 
tive costs involved. Cost figures for Armed Services Textile and Apparel Procure- 
ment Agency indicate that the average cost for awarding and administeri a 





typical contract amount to $557 

(b) Data requested in paragraph (2) are summarized in tables C-1 and C-2 
(summary) and table D—1 (detail) of the statement 

(c) Data requested in paragraph (3) are summarized in tables C—1 and C-2 
(summary) and table D—1 (detail). 

(d) Data requested in paragraph (4) appear in tables E—-1 and E-2. 

(e) Data requested in paragraph (5) appear in table E-3 

(f) The above tabulations appear to cover the major points of this inquiry as 
Armed Services Textile and Apparel Procurement Agency understands it. I have 
at hand certain working figures from which I will endeavor to answer any specific 
questions of fact about which the committee may desire to inquire. 
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General Houuis. With respect to paragraph two, which reads as 
follows 

Paragraph 2 of Notification 38 provides that a preference be given to textile 
manufacturers whose operations will not be in excess of 80 hours per week. 
Present information available indicated that the set-asides for negotiation under 
paragraph 2 of notification 38 constitute 20 to 30 percent of the total textile 
procurement. 

Senator MayBank. Are you reading from this paper? 

General Houuts. I am reading my statement, sir, and interpolated 
a quote from Senator Capehart’s letter to Mr. Houston. My state- 
ment is largely reply to the questions. 

Senator MaysBank. This statement says constitutes 11.9 percent. 
You said 20 percent 

General Houuis. I was quoting from Senator Capehart. The 
present figures are 11.9 percent The figures quoted throughout this 
statement, which I have prepared for the members of the committee, 
relate to the period from January 1, 1953, until midnight of April 30, 
1953, the first 4 months of the calendar vear. 

With relation to paragraph 3, which, if I may again quote from 
Senator Capehart’s letter, reads as follows 





I request that this Committee be furnished formation covering total textile 
procurement for the period from January 1, 1953, to date, setting forth the amou 
awarded through competitive bids, the amount negotiated through set-asides 
the differential in prices paid on set-asides above the lowest bid price, and the 
locations of the manufacturers to which set-asides were awarded. 


With relation to paragraph 3, the data re quested have been assem- 
bled and will be found in the appendix, page 88, and has been given to 
each member of the committee and to the committee staff. 

Paragraph 4: The following answers correspond to the numbered 
paragraphs in Senator Capehart’s letter, and if I may, I will read the 
quote from Senator Capehart’s letter and my answer. The first 
question asked by Senator Capehart was as follows: 


The effect of the operation of Defense Manpower Policy No. 4 on the textile 


industry, the cost of the policy to the Government, and the need for the policy. 

It is not considered that ASTAPA is a competent witness as to the 
effect of the operation of Defense Manpower Policy No. 4 on the 
textile industry or as to need for the policy. Certain data relevant 
to the cost of the policy to the Government are included in table E+ 
and F, appendix page 107. 

Senator MayBank. You say you don’t want to comment on that, 
either? 

General Houuts. I feel that is a matter of national policy, and as 
buying agent, in effect, 1 am not a competent witness. 

Senator MaysBank. It does cost considerable money; doesn’t it? 

General Houuis. I am about to come to that. 

As a generality, since the weighted average price of formally 
advertised awards is used as the target for negotiated contracts, and 
I might relate that particularly to the 80-hour rule of which we are 
speaking, there is not, as a rule, any additional cost to the Government 
involved because cases are exceptional, where we would be able to 
obtain our entire requirements at the lowest price awarded pursuant 
to formal advertising. 

There are, however, certain administrative costs involved. Cost 
figures for ASTAPA indicate that the average cost for awarding and 
for administering to its conclusion, a typical contract amounts to $557. 
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Senator MayBank. How much would a contract average? 

General Houuts. I beg your pardon? 

Senator MayBank. What would the average contract amount to 
in dollars that costs $557 to carry it through? 

General Houuis. I do not have figures with me. 

Senator MayBank. Would you supply them for the record at 
your convenience? 

General Houuts. I would, sir 

(The following was later supplied for the record by General Hollis 

The value of all contracts awarded by ASTAPA has averaged $189,000 


Senator MaysBank. What about the time delay? 

General Houuis. It depends on circumstances, Senator. Our ex- 
perience has been to date, we go out with a formal advertisement and 
make a procurement usually for the major part of the procurement 
which is required to establish prices. Following that, we attempt to 
negotiate a certain quantity under these ground rules and we are 
sometimes successful, sometimes not. 

The additional delay involved in that negotiated procurement is 
perhaps in the order of 30 to 45 days. Not infrequently we have 
found that the quantities which we have thus set aside are not sub- 
scribed by industry and it now becomes necessary for us to go into 
the market again with a second formal procurement or third formal 
procurement, 

Senator Maypank. Whereas if you had this to start with, you 
would have gotten it? 

General Hotuis. We would have gotten it more rapidly. 

Senator Maypank. It costs a lot of money to handle this business, 
doesn’t it? 

General Houuts. Yes, sir. 

In numbered paragraph 2 of Senator Capehart’s letter, it reads 
as follows: 


The total amount of textile procurement for each of the military services 
awarded by competitive bids (including a breakdown into general classifications 
of textiles), the name and address of the business to which each contract was 


awarded, and the price paid. 


Those data are included in table C-1 appendix, p. 86, as a summary, 
and in table D-1 appendix, p. 88, in detail. It might be of interest to 
the committee to refer briefly to page 86, where we have shown for the 
period of the first 4 months of calendar 1953 the procurements which 
we have made in the field of textiles only, in terms of cotton, syn- 
thetics, webbing, duck, woolens and worsteds, broken down by United 
States Marine Corp, United States Navy, the Air Force and the 
Army, and how they have been allocated LO areas in New England, 
the Middle Atlantic States, the South, and to the remainder of the 
country, which has very little textile production 

The aggregate procurement by formal advertising will be noted to 
have been during that period one hundred and forty-two million seven 
hundred thousand-odd dollars. 

On table C-2, p. 86, there appears a summary of the negotiated set- 
aside awards, which, as of that date, amount to $3,661,010. 

I would like to interpolate at this point that that amount of money 
has been actually awarded, pursuant to the 80-hour plan, but that 
there are other set-asides in the aggregate, about $18 million, which 
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are involved in this program so that this represents only those which 
have actually been awarded. 

Senator Mayank. In other words, you have $21 million set-aside, 
approximately, and you have awarded $3 million of this amount? 

General Houuis. That is right, sir. 

Senator Mayrank. Might not these textiles put you in the same 
position you got in in ammunition, if vou have a jam? Here you 
have $18 million worth that you haven’t allotted yet. 

General Houuts. That is right. 

Senator MAYBANK. Suppose you got in a jam; you would be told 
you not only lacked the ammunition but you lacked clothes, too. 
Couldn’t that be possible? 

General Houuis. I believe it could be. I believe in this particular 
commodity field, although our reserves are not ample, that our 
reserves are such that we will not immediately have a crisis. 

Senator MAyBaNnk. I remember too well when the last war started. 
I remember certain manufacturers didn’t want to do business with 
the Army and Navy, because there was such confusion at that time. 
I say that respectfully. They didn’t want to do it. The Congress 
practically made them do it, through General Gregory, and through 
him, the then Assistant Secretary of War, Judge Patterson. 

They went into the business and changed some of the looms and 
gave it to private business. They now run more than 80 hours a 
week, and nobody is negotiating with them. I am glad to hear you 
Say it can happen, because it happened before. I know some others 
down home who didn’t want to do business with the Government. | 
didn’t agree with them. I thought they were wrong. Judge Patter- 
son got them to do business. 

You remember the case, where we wanted trucks and tanks, et 
cetera, before we got in the war. As I recall, Henry Ford said he 
would make certain war material, provided it wasn’t to be shipped 
out of this country. If I am wrong in my mind, I want to correct 
the record. That is what I remember. 

General Houuts. I could not correct that, sir. Table C-3, p. 87, 
answers the question as to the price differential paid. For pur- 
poses of exactitude I would like to define that. This is the differ- 
ential between the lowest price awarded under the formal advertising 
procedure and the negotiated price paid. In no case has ASTAPA 
made an award at anything higher than the weighted-average price, 
which was arrived at on formal advertising. 

Senator MayBank. That is right, General, and I know the chairman 
won’t mind my asking you, because I am so glad to have a man with 
such ability—and 1 say that respectfully—and knowledge of the 
subject—to testify. You have $21 million set aside. 

General Houuts. Yes, sir. 

Senator MayBANnkK. Out of how many million? 

General Houuts. Out of $179 million. 

Senator MAayBANK. That would be about 20 percent. 

General Houuts. Yes, sir—no, sir 

Senator MayBANK. I said ‘“‘about’’; 21 out of 109. 

General Houuis. Out of 179. 

Senator MayBank. That would be about 12 percent, then. I beg 
your pardon. 

General Houuts. Yes, sir 
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The aggregate cost in terms of the differential between the low 
awarded price following formal advertising, and the negotiated price 
for the instant cases, was $74,221, in terms of cost of contracts. and 
exclusive of administrative costs. 

Senator MayBank. General, you couldn’t answer this question, 
because | understand all you do is to operate according to the policy 
of Mr. Flemming. 

General Houuts. That is right 

Senator MayBank. In other words, they could have set aside 
more than 75 of 179, couldn’t they? You don’t set it aside? 

General Houuts. Yes, sir. We decide what quantity will be set 
aside. In other words, we have the discretion when we get a procure- 
ment for 10 million yards of fabric, for example, to decide whether 
we shall set aside 40, 20, or 60 percent. 

Senator MayBANK. You could set aside 40 percent? 

General Hotuts. We could; yes, sir. The ground rule on that 
Senator, is that we are supposed to set aside, or supposed to retain 
for formal advertising the quantity which will give us the optimum 
price to the Government. 

In paragraph 3 of Senator Capehart’s letter, he asks the following 
question: The total amount of textile procurement for each of the 
military services negotiated through set-asides, including a breakdown 
under general classifications of textiles, the name and address of the 
business to which each contract was awarded, price paid, and differ- 
ential paid in excess of the lowest bid price. 

Senator Mayspank. You said lowest bid price. I understand that 
these have been granted on the average bid price. 

General Houuis. Yes, sir, weighted average. 

Senator Mayspank. Would there be very much difference between 
the low and the weighted average? 

General Houtts. It depends entirely on the quantity, sir. I would 
guess it might be 3 percent. 

Senator Maysanx. Approximately? 

General Hous. Yes, sir. 

Senator MayBank. Three percent is a lot of money. 

General Houuts. I would like to have an opportunity to furnish 
you a figure rather than to speculate on that, sir. 

Senator MaysanK. May I ask consent that the gentleman be 
permitted to do that? 

The Vice CHatRMAN. Certainly. 

General Hotuts. I would like to furnish you a more accurate figure. 

(The following was later supplied for the record by General Hollis:) 

In the 8 negotiated awards under Notification 38 in which prices exceeded the 
lowest award prices on the related formally advertised contracts, such price 
differential amounted to 2.3 percent on a weighted-average basis. 

General Houuts. The 39 pages of photostatic material assembled 
hurriedly over the weekend after an examination of the files will show 
you in answer to question 3, the name of the company, address, con- 
tracts awarded to that firm, following formal advertising, and a very 
few contracts awarded pursuant to this form of negotiation. They 
are few in number, and it shows the unit price paid, and the aggregate 
price; the columns are broken down New England, Mid-Atlantic, 
South, and other. (See appendix, p. 88 
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Senator Maypank. I glanced through these contracts hurriedly. 
This is the first time I have seen it. From my knowledge of New 
England and southern textiles they are the contracts you granted on 
low bid. There are very few in here on negotiation. 

General Houuis. Yes, 

Senator Maynanx. You have 18 million stowed away. You have 
only negotiated three; is that correct? 

General Hous. Yes. 

Representative Brown. I noticed in March, General, for 1 lot of 
cloth, that you planned to purchase 650,000 yards. You set aside 
all of that, totaling $552,500. That shows you can set aside all of it. 
Then again I notice in March another lot of 525,000 yards where vou 
set aside all of it. Again, in March, of 1,400,000 vards the set-aside 
totaled 467,000 vards, which is 33% percent, amounting to $1,516,670. 
I notice again, cotton cloth, a 175,000-yard lot, vou set aside all of 
that 175,000, valued at $80,500. I notice a lot, varn cotton, 225,552 
vards. You set aside all of that, valued at $236,829. On this list I 


have before me you have set aside about two-thirds of the total 
amount, some at 100, 3344, 20, 15, and 7 percent. This data was pre- 
pared by the Munitions Board. 

General Hous. May I say I believe I am familiar with the docu- 
ment to which you refer. In those cases in which there is a 100 percent 
set aside, they are not set aside under the 80-hour policy but they are 
set aside by formal advertising restricted to small business. ‘These 
items are believed in the discretion of the buying officer and the 
Small Defense Administrator, who is housed in my office, to be 
particularly suitable for procurement from small business and they are 
set aside, or are set up, rather, for 100 percent formal advertising 
restricted to small business alone. 

That is what those 100 percent figures mean. There is no case on 
80-hour rule, sir, in which we may have set aside 100 percent because 
we would have no target price against which to negotiate in such a 
case. 

Representative Brown. I notice 1 or 2 of these is over a half million 
dollars. It must be a pretty good mill. 

Senator MAayBANK. It is hard to define small business. That is 
what I said. 

Representative Brown. Could any work be done on a third shift 
under Notification 38? 

General Hous. No, sir, not if the two first shifts are 40-hour 
shifts, sir; not if they were the initial shifts. 

Representative Brown. That means that the South, especially 
Georgia, South Carolina, and North Carolina would get less than 
5 percent of the set-aside contracts, awarded under Notification 38; 
isn’t that right? 

General Houuts. Well, we deal 

Representative Brown. As a matter of fact, according to my infor- 
mation, there are not but 2 mills in Georgia that are running less than 
80 hours a week today. 

General Houtis. It might be of interest to you, sir, to explain the 
procedure by which we contact these people for negotiation. 

Under the rules which we have, after we had made a set-aside under 
the 80-hour policy, we negotiate, first, with the lowest bidder, the one 
who came in at the closest to the low bid, who will certify that he does 
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not propose to work more than 80 hours per week during the life of 
this contract, if he gets it. We start with him and then the next 
lowest bidder and the next lowest bidder until we may have satisfied 
the requirement. In no ease, as I say, have we awarded anything 
under this policy at higher than the weighted average price. Ina few 
instances, which are documented in this file, we have actually made 
awards at prices lower than the weighted average price on this nego- 
tiated basis. 

Representative Brown. As Admiral Ring said, he can’t very well 
check the compliance of warranties in contracts. The mill might get a 
contract and decide it wants three shifts before completing the 
contract. That could be done very easily. 

General Houuts. We have had instances, sir, one similar to the one 
that Admiral Ring described, where a firm took on employees after 
having certified itself to small business at the time of negotiation. 

Senator MaysBank. I know one fellow at home did; he said he was 
a small business. He wasn’t a small business at all. 

General Houiis. We will, when advised, investigate these to see 
whether a fraud has been perpetrated. We can’t check each one who 
has been so certified unless we have a reason to assume he has mis- 
represented. 

Representative Brown. You have a policy to carry out. 

General Hou.ts. Shall I proceed, Mr. Chairman? 

The Vick CHarrRMAN. Please, sir. You still have paragraphs (e) 
and (f) to cover in your statement. 

General Houuts. Yes. 

Representative Brown. Before you go to that, suppose I had a 
plant and negotiated for a Government contract, which was limited 
to 80 hours a week, and later secured a civilian contract for immediate 
fulfillment which required a 3-shift operation to complete. What 
would be the procedure for compliance? 

General Houuis. The contractor, in such a case, could not accept 
the civilian contract without legally breaching his Government 
contract, because he has certified to us he will not operate his mill 
in excess of 80 hours a week during the life of the Government contract. 

Representative Brown. What could you do with the contract? 
There is nothing you could do about it? You couldn’t sue him. 

General Houuts. No, sir. We could, however—— 

Representative Brown. The only thing you could do is say you 
wouldn’t let him have any more contracts. 

General Hou.is. That is right. 

The Vice CHatrMAN. You could cancel the contract, could you 
not, under the terms of it? 

General Hotuts. We could terminate it for breach. 

The Vice CuarrMan. In other words, his warranty includes both a 
Government contract and a civilian contract as to the 80 hours? 

General Hottts. Yes, sir. 

The Vick CHarrMAN. It isn’t just a Government contract for the 
80 hours. 

General Hotuts. His plant will not operate in the aggregate more 
than 80 hours. 

Representative Brown. It would certainly hamper that mill 
from fulfilling another entract. 

General Houuis. It prevents him from taking additional work or 
puts him in jeopardy of breaching his Government contract. 
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Representative Brown. Unless he set aside a third shift and said 
“Go ahead and find another job.”’ 

The Vick CuarrMAN. But he is limited to 80 hours. 

General Houuis. For the life of the Government contract. 

The Vick CuarrmMan. He would only blame himself for that, then. 

General Hotuis. Subparagraph (d) of my statement refers to 
question 4 from Senator Capehart which asks for total amount of 
set-asides for each of the military services which have not yet been 
negotiated, including a breakdown under general classifications of 
textiles, and the period during which such set-asides are to be 
negotiated. 

That appears on table E-1 p. 106, which shows as lines, Army, Navy, 
Air Force, Marine Corps, and the columns are the categories of 
commodities, total by service, estimated period of award, in all cases, 
May and June. 

Senator MayBpank. Have you any idea how many set-asides you 
have outside of textiles? 

General Hous. No, sir; not at the moment. 

Senator Mayspank. There are others? 

General Hous. There are, but not on the 80-hour policy. 

Senator Maynank. The only 80-hour contracts you have are in 
textiles. 

General Houuis. The other set-asides are for small business. 

Senator MaysBank. You have set-aside contracts other than for 
small business, haven’t you, or are those negotiated contracts? 

General Houuis. Under the small business policy, sir, the purchas- 
ing and contracting officer agrees with the SDPA representative that 
we will set aside a certain portion for small business by negotiation 
and we conduct negotiations with them at the specified target price. 

Senator Maysank. ‘There is no 80-hour week. 

General Houuis. That applies to textiles only, which is the subject 
of table E-1. 

The Vick Cuarrman. Mr. Talle? 

Representative TaLLe. General, there is something I would like to 
have cleared up in my mind. As I understand it, the weighted 
average price would be higher than your low price? 

General Houuis. Yes, sir. The weighted average price is deter- 
mined by taking the entire number of units purchased by formal ad- 
vertising, and dividing into the total cost. It is different, save in those 
rare instances, those unusual instances, where one large firm gets the 
entire business, perhaps bids on an all or none basis where it is the 
lowest cost to the Government. We make an award at one price. 
If we were to have set aside something for negotiation on the 80-hour- 
a-week basis, we would use the low price as a negotiated target price 
in that case. 

Representative Tati. That leads me to my followup question: If 
I understood your testimony correctly, set-asides for small business 
must be negotiated at the lowest price? 

General Houuis. That is correct, sir. 

Representative Tatie. Then the next step would be, as I under- 
stood your testimony, the set-asides under the 80-hour provision can 
be awarded at the weighted average price? 

General Houuis. That is correct, sir. 

Representative TAaLue. In other words, there is a penalty to small 
business for being small? 
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General Houuis. I doubt seriously it was so intended but our 
instructions are anomolous in that respect. We have discussed it at 
length, not only among ourselves but have made certain representa- 
tions to higher authority about it. We feel that it would be well to 
have a uniform policy, one way or the other; that probably some 
policy making establishment should decide which the appropriate tar- 
get price for negotiation should be, but we find it a source of occa- 
sional embarassment that we have to deal in two different philosophies 
with our suppliers. 

Representative TALLe. As a champion of small business, General, 
you will understand that I cannot overlook that penalty to small 
business. 

General Houuis. Yes, sir. 

Representative Brown. I would like to ask one question 

Representative TaLue. I have finished, Mr. Chairman. Thank you 

Representative Brown. This Notification 38 was issued June 4, 1952 
What action was taken between June 4, 1952, and February 1953? 

General Houuis. So far as ANTAPA was concerned, sir, none. 

Representative Brown. None at all? 

General Houuts. None, sir. 

Representative Brown. As long as Mr. Wilson was here you didn’t 
have anything to do with set-asides? 

General Houuis. I don’t believe that was the factor that was 
involved, Mr. Brown. We had no implementing instructions, and 
we had seen the ODM directive, om under the terms of the charter 


of the organization which I head, we are bound by Army procurement 
regulations and procurement proce ‘dua . We follow by the directive 


of that charter those mandates of the Under Secretary of the Army. 
We had had no implementing instructions from him and as such we 
were powerless to carry these out until we had instructions. (See 
appendix, pp. 75 to 85.) 

Representative Brown. I understand that, but the record is you 
didn’t do any business so far as set-asides are concerned from June 4, 
1952, to January 1953. 

General Houuis. That is correct, sir. 

Senator MayBank. You mean on the 80-hour week? 

General Houuis. That is right. 

Senator MayBaANK. You had it on small business? 

General Hou.ts. I refer to 80-hour week in answer to your ques- 
tion. Small business we had been making set-aside for many months. 

Senator MayBank. My friend from Iowa and | feel the same way 
about it. My reference to small business was purely the fact of how 
to define it. When you give a half-million-dollar contract to small 
business that is no small business. 

Representative TaLLe. 1 understood you, Senator. 

Senator MayBank. There again he is penalized. They are giving 
it to the big fellow. 

Representative Tautue. I do have one other question, Mr. Chair- 
man, if I may ask it. 

General, we have been talking about set-aside procedure that was 
being discussed in connection with the testimony of the preceding 
witness, Admiral Ring. 

General Hollis. Yes, sir 
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Representative Tatts. My question is, what effect does the set- 
aside procedure have on your normal operations? 

General Houuis. It encumbers them substantially. It adds to 
the length of time which it takes us to make a procurement and it 
adds to the unit cost, what it costs us to make a procurement; any 
set-aside does that. 

Representative Brown. I didn’t understand his answer to your 
question. Will you repeat the answer, please? 

Representative Tair. Did you understand the question? 

Representative Brown. No, I didn’t. 

Representative TaLue. I will repeat my question: What effect does 
the set-aside procedure have on your normal operations? The 
question was directed to the general. 

General Houuis. My answer, sir, was that it encumbers our pro- 
cedures. It takes us longer to make a procurement and as an admin- 
strative matter it costs more money. 

Representative Brown. Thank you. 

Representative TALLE. I suppose your cost accounting doesn’t go 
so far as to indicate clearly what additional cost is involved; does it? 

General Houuts. I have one figure in that connection, sir, here. 
I have two, as a matter of fact. I have the cost for procurement of 
$1,000 worth of merchandise, and I have the cost for making one 
contract and administering it to its conclusion. It sounds exorbitant, 
but if you consider that the administration of that contract to con- 
clusion involves many months and exchange of correspondence, and 
so forth, it will be better understood. 

It costs us $2.94 to buy a thousand dollars’ worth of supplies in 
ASTAPA, and it costs us $557 to make and administer a contract 
on the average thus far. (See table F, p. 107.) 

Representative TaLtLe. Perhaps my mind wasn’t quick enough 
there. I was wondering what the additional cost was in connection 
with a set-aside procedure. 

General Hotuis. May I put it this way: Let’s assume as a hypo- 
thetical case that we have gone out by formal advertising and we have 
made awards to 5 bidders; on the average it will cost us $557 to 
make and police each contract to conclusion. If now we have set aside 
20 percent of the original quantity, and we go out and make 3 
more contracts with small business, presumably it will cost us some- 
thing in the order of $1,671, 3 times 557, if my multiplication is 
right, as the administrative cost of the set-aside. 

Representative Tatute. Thank you. 

The Vick CHAIRMAN. It just depends on how many contracts you 
break down in your set-aside. 

General Houuts. That is right. 

The Vick CuarrMAN. Each additional one costs that much more 
money? 

General Houuts. I would say that our procurements per item pur- 
chased will run anywhere from 1 to 25 contracts. We will get some- 
times a procurement for $10 million worth of a given textile and it may 
go out to 25 different bidders. 

Representative Tatue. Mr. Chairman, I have another item that 
relates to the request of my esteemed colleague, Mr. Brown. The 
reference is to this morning’s testimony. Mr. Brown then asked that 
all set-aside awards be given or be referred to the Comptroller General 
in the future. 
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What effect, if any, will that have on your operations? 

General Houuis. Mav I say, sir, that all contracts go routinely to 
the Comptroller General for his scrutiny, after the fact. They are not 
normally scrutinized by him until completion of the contract or per- 
haps even later, but he checks them to see that thev have been prop- 
erly administered. If any such serutiny were to be done by the 
Comptroller General in advance of award, it would be ruinous so fa 
as our operation is concerned; with all expedition on the part of the 
Comptroller General, and assuming he was willing to give us priority 
it would still hold up our awards and jeopardize the supply of equip- 
ment and other items of supply to troops. I feel, in other words, if 
thev were to be scrutinized by the Comptroller General they should 
be done after the fact. We have been very meticulous in making 
these set-asides to the degree that we have not paid subsidies in the 
sense that we have not made awards on this 80-hour basis at highet 
than the weighted average price, so that I feel that we could come out 
in good shape with the Comptroller General, considering the ground 
rules that we have to work under 

I think we would find it very deleterious to our operation to have 
that serutinv made in advance of award 

Representative Tautie. That is a matter that came to my mind and 
you cleared it up very well, General. Thank you very much 

Representative Brown. Under the act, you couldn’t have awarded 
them any higher than a weighted average anvway, could you? 

General Houuts. Yes, sir. We are authorized to pay not to exceed 
the highest price awarded pursuant to formal advertising, and I can- 
not quote this directly, but we have it here available; perhaps it would 
be better for me to have it read to you to assure that we have the 
precise phraseology. In any event, we are expected to use not to 
exceed the weighted average price unless there has been some market 
fluctuation, drastic market fluctuation 

Representative Brown. I don’t think you could comply with the 
Comptroller’s letter of January 14, 1952, if you do that 

General Houuis. We have not found it necessary to do so thus far 
and hope we do not. 

Representative Brown. When I referred to Mr. Lindsay Warren 
this morning, it was all set-asides under Notification 38 that I re- 
ferred to, and nothing else. I still don’t think they have authority 
to make these set-asides. That is my point. I don’t think he thinks 
so. 

General Houtuis. Would you like to have read for the record the 
precise phraseology of these instructions? 

Representative Brown. You can just put it in the record to save 
time. 

(The information referred to follows 

(2) At a price determined by the contracting officer to be fair and reasonable 
but in no event at a price higher than the highest price of an award made under 
the invitation for bids when the award(s) is at multiple prices. In the absence of 
changes in market trends and other factors requiring consideration, the contract- 
ing officer shall use for such fair and reasonable price the weighted average. 
The weighted average shall be ascertained by adding the total dollar amounts 
of all awards then dividing such grand total by the total number of units included 
in all awards. 

General Houuis. Shall I proceed, Mr. Chairman? 

The Vice CuarrmMan. Go ahead, sir 
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General Hotuis. The remainder of my statement, which is short, 
refers to the last 2 paragraphs of Senator Capehart’s letter, para- 
graph 5, in which he asks for 
information as to whether each ‘“‘set aside’’ listed was based on a single price or a 
multiple price of a competitive bid, the lowest bid price of said competitive bid 
in cases where the advertised portion is awarded for a single price, and the lowest 
bid price and the weighted price used where the advertised portion is awarded 
at multiple prices. 

That is tabulated in table E-3, appendix, p. 107, which you have 
in front of you, L believe. 

Line 1 of that table indicates the number of negotiated awards 
where the cutoff was the lowest price, following a single awarded price 
on the formal advertisement. There were thre ’e such cases. Line 3, 
of the same table, aaa what those prices were, and cross references 
those prices to table D-1, pages 103 to 105, the large mass of paper 
showing individual ad icts for reference by your staff if you desire 
to have them looked at further. 

In one instance, the formal advertised award price was $1.808 and 
the negotiated price was $1.808 and $1.791. In that particular case, 
we got a cent and a fraction saving for a certain quantity. We got 
a little better pric e than the we ichte d average. 

Another instance was where we had a formal advertised price of 
$1.89 negotiated at $1.89 and cross references it to two cases. 

The next item is line 2, the number of negotiated awards where the 
cutoff was the weighted average price from formal awards, as distinct 
from a single low price; there were 8 such cases, and line 4 details 
those prices, which I will not take up individually unless the com- 
mittee so desires. They are there for study and scrutiny. 

Paragraph 6 asks for such other information as will be of assistance 
in arriving at a clear determination as to the specific geographic dis- 
tribution of all set asides negotiated under Notification 38. The above 
tabulations appear to cover the major points of this inquiry as 
ASTAPA understands it. I have at hand certain working figures 
from which I will endeavor to answer any specific questions about 
which the Committee may desire to inquire. 

That is the completion of my prepared statement, su 

The Vick CHAIRMAN. Have you any questions? 

Senator MayBank. I asked the general all 1 wanted to ask him as 
he went into the different categories. I want to thank the general 
for his clear picture of this situation. 

Representative Brown. I have just one question: What I insisted 
on this morning was as to these set-aside contracts that refer to the 
80-hour a te or less. ‘Those are the contracts that I want the 
Comptroller General to — into, 

General Houuts. Yes, si 

Representative Brown. Yon have answered that the mills that 
work in three shifts would not get into any of those contracts. 

General Houurs. That is right. 

Representative Brown. Those are the contracts I object to, and be- 
lieve should be inspected by the Comptroller General. 

General Houuis. The point I wanted to make, sir, was that if the 
individual contracts were to be inspected by him prior to award, | 
have no doubt in my mind that we would be drastically delinquent 
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on much of the supply which is required of us, and in such a case | 
would have to reexamine the responsibilities of ASTAPA as to whether 
we could possibly afford to comply with this and make drastic recom- 
mendations in the light of expiring funds, and other pressures, and 
the pressures for the arrival of supplies, as to whether we could longer 
afford to continue to follow this policy in such a case. 

Representative Brown. He is better equipped with manpower 
than vou are to go into thes contracts 

General Houuts. [f 
award, however, su : 
would end before we would have the first one back from him, and 
our options mig! 


were to look at each one in advance of 


bié ¢ 
I am very much afraid that the fiscal year 
ht have expired in such a case 

Representative Brown. The whole point is to get this critical 
material out quick and fast at as much saving as possible to th 
Government, and to the lowest bidde1 

General Houuts. Yes, sir 

The Vick CuatkMAn. You would have difficulty of some contrac 
tors holding their price. They wouldn’t be willing to bid if they 
didn’t know when Vou were act ially vroing to award the bid, would 
they? 

General Houuts. We have options in each individual bid 
There are occasions when, because of the complexities alrea ly in- 
volved in procurement of this type and the various and sundry 
restrictions—destinations, discounts, freight rates, etc., between the 
contractor’s plant and our depots, and in further cases where we have 
to compute the freight rate of the Government-furnished property, 
the commodity or the cloth which is sent out to make uniforms 

When we have a large number of bidders and large number of 
destinations it becomes a very complex problem, indeed, and some- 
times already uses nearly all of the option time which the bidders 
have given us. We occasionally have to go out now and ask for 
extensions of options. I feel that if these were subjected to a pr 
award scrutiny by an external source other than ourselves, t 
people would decline to renew their options as often or for as long 
as would be required in the light of fluctuating market conditions 

The Vice CHarrMAan. Wouldn’t some peop! refuse probal ly to 
bid or be afraid to bid? 

General Houuis. | think it is quite possible. 

The Vick CHarrMAN. Your option period depends on the com- 
modity you are buving to a large extent? 

General Houuis. That is night, usually 20 to 30 days; somewhere 
in that order, 

The Vick CHarrMan. Mr. Talle, any questions’ 

Representative TaLtLe. No questions. 

Senator Smirn. May I ask a question? 

The Vice CHarrMan. Senator Smith 

Senator SmirH. I was late. I didn’t hear all you said, General. 
Do you have calls for bids on delivered price to the depot you wish 
it delivered to? 

General Houuis. We ask for bids for large quantities on both 
bases, f. o. b. origin and f. o. b. destination. That is another one of 
the complexities involved in evaluating bids prior to award. We 
take whichever is cheaper to the Government, 


Si. 
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Senator Samira. In the textile business, isn’t it quite usual for tex- 
tile mills to bid f. o. b. point of delivery, wherever the part is going 
to be used? 

General Hou.is. The firms who deal with us, sir, usually quote on 
both bases. They add their freight to their origin rate, knowing our 
destinations required, and give us quotations on either basis. 

Senator Smiru. Isn’t the only difference freight added or freight 
not. added? 

General Houuis. Virtually. 

Senator Smira. That is a simple arithmetical problem to figure out. 

General Houuis. Yes, except the Government freight rate may be 
more economical. 

Senator SmiruH. As I came in I heard you saying something about 
awarding contracts. You do not award any contract to a company 
that has two or three shifts running? 

General Houuts. No I said we did not award a contract on the 
80-hour basis to any contractor who ran more than 80 hours per week. 

Senator Smirx. What are you going to do with the people on the 
third — You know how textile operators are ranked, don’t you, 
sort of like you folks in the Army, according to seniority? 

Ger neral Hous. Yes, sit 

Senator Smirxa. The people on the first shift have first preference 
according to seniority in the mill and the second shift is composed of 
people next in line, and so on. What are you going to do with the 
third-shift people who are at the bottom of the pile, economically? 
Are you going to cut them out entirely and not consider them at all 
in using this system? 

General Hous. I am afraid I am not competent to answer that, 
Senator. 

Senator Smita. Do you know that that is a fact; that a mill operates 
three shifts? The first shift is made up of people who have option of 
working in the daytime. 

General Hous. Yes, sit 

Senator SmiruH. The second shift is composed of the next people 
who have the priority. 

General Houuts. Yes, su 

Senator Smirx. The third shift, of course, is the last third of the 
people. Now then, if the first and second shift is kept busy, what are 
you going to do with the third shift? I am talking from the mill 
standpoint. How are those people going to earn their living if you 
are not going to consider them at all? 

General Houuts. I am still afraid I am not competent to answer 
that, sir. 

Senator Smita. Don’t vou think the people on the third shift are 
entitled to as much consideration in one area as the people on another 
shift in some other area? 

General Hou.ts. I would think so, yes, sir. 

Representative Tarte. Mr. Chairman. 

The Vice Cuarrman. Mr. Talle. 

Representative Tatue. 1 should like to ask one more question, 
General. This is sort of turning the thing around, and looking at 
industry’s viewpoint. 

What would you say is the reaction of industry itself to the pro- 
cedure of set-aside? 
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General Houuts. From what I have been able to see, there have 
been no serious repercussions, save in one particular field: We have 
lately received from some large business firms some pretty articulate 
complaints that we have discriminated unfairly against them when 
we have gone out for a 100 percent formally advertised procurement 
restricted to small business, where thay could not compete. A case in 
point is pending right now: It is the policy of the Department of 
Defense, at least, and I think most Government procurement agencies, 
that you do not announce anything about a procurement until it is 
given public announcement to every one at once, so that no individual 
has an advantage. We try to be very meticulous about that 

In an instant case, a large manufacturer has complained bitterly 
that we have gone out for a pretty good quantity of an item he is 
qualified to make. It was done after mature consideration because 
we knew—and we can’t tell him yet, which makes it embarrassing 
for me to answer his questions—that we are going out with two, 
much bigger procunenen’ of commodities which he is equipped to 
make which his small business competitors are not so well equipped 
to make. 

We know that, but I can’t tell him that. He is going to get enough 
business for him, and his big competitors are probab ly going to get 
enough business for them out of these two forthcoming procurements 
but because of the policy my hands are tied from telling him why 
we put this other one into a small business only formally advertised 
procurement. That is the principal one that has been protested 
vigorously up to this point to my knowledge 

Represents — Tate. Thank you, sir. 

The Vice Cuarrman. Like a Congressman you just have to sit and 
take it, _ you? 

General Houiis. We do sometimes, ves, sir. 

Senator Maybank. You know how to take it 

The Vice CHarrRMAN. You are all through, Mr. Brown? 

Representative Brown. Yes, su 

The Vice CuarrMAN. Senator, do you have any more questions? 

Senator Smiru. That is all I have. 

The Vice CuarrMaANn. Thank you very much. 

The next witnesses are from the General Services Administration, 
Mr. Clifton E. Mack, Commissioner of General Supply Service, and 
Mr. Maxwell H. Elliott, the General Counsel. If vou will come 
forward, sir. Have you a statement? 

Mr. Mack. No, sir, Mr. Chairman. J would like to make a few 
general comments. 

The Vick CuarrMAN. I just wondered if you wanted to make a 
statement or whether you wanted to proceed in your own way 


STATEMENT OF CLIFTON E. MACK, COMMISSIONER OF FEDERAL 
SUPPLY, GENERAL SERVICES ADMINISTRATION 


Mr. Mack. My name is Clifton E. Mack. I am the Commissioner 
of Federal Supply, with the Federal Supply Service of the General 
Services Administration. 

The Federal Supply Service is a central supply organization. 
Insofar as operations are concerned, our buying has to do primarily 
with common use items; that is, items that are used generally by a 
number of Federal agencies. 
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For example, we maintain stores throughout the United States, or 
warehouses at 12 locations, and at those warehouse locations, we 
carry stocks of common use items which are distributed to the Fed- 
eral agencies in the immediate areas of those warehouses. 

We also make term contracts for some 40,000 to 50,000 items. 
Again, common use or general purpose items are required by the 
Federal agencies for their day-to-day maintenance and operational 
and administrative needs. 

Those contracts which we make are known as Federal supply 
schedule contracts. 

Senator MaysBank. Do you have any 80-hour negotiated contracts? 

Mr. Mack. No, sir. 

Senator Maysank. Then the General Services doesn’t operate in 
the fields of negotiated contracts or contracts on 80-hour a week 
basis in the instance of perhaps some small business concern; would 
that be right? 

Mr. Mack. We do negotiate certain contracts. I was getting to 
the point to show where our activities related to your specific inquiry. 

Senator MayBank. The question we have before us, as you know, 
is the constitutionality, in the opinion of the Congressmen, and I 
think certainly Senator Smith and myself, in the Senate, as to the 
constitutionality of that 80-hour week. That is my question. 

Mr. Mack. To get right down to the application of the Defense 
Manpower Policy, to provide for the placement of contracts in surplus 
labor areas, I have had developed an analysis of the contracts that 
have been subject to that procedure, and it totals some 560 contracts 
since May 6, of 1952, up through March of 1953. 

Senator MayBank. What did it amount to in dollars? 

Mr. Mack. Thirty millions of dollars, plus; $30,186,176 

Senator MaysBank. That is with the General Services? 

Mr. Mack. Yes, sir. 

Senator MaysBank. Is your experience the same as the military, it 
costs some $500 or more? 

Mr. Mack. It costs more money. 

Senator MaysBank. He said $547. 

Mr. Mack. We have not made a cost study. It costs more money. 

Senator MaysBank. It does cost more money? 

Mr. Mack. I believe so. 

Senator MaysBank. Does it delay these items you need? Last 
year we had 40 independent offices. I tried to help you and the other 
members did, to try to get you more money, to see how much you had 
on hand, rather than having to rush away and get them, is that right? 

Mr. Mack. It costs a little more money and there is a little delay 
in procedure. 

Senator MayBank. Thank you. That is all I wanted to know. 

Mr. Mack. To complete the analysis, of the 560 contracts which 
were eligible for processing under this procedure, there were only five 
that resulted in the placement of contracts in the surplus labor areas, 
as a result of matching the bids. However, there were, of course, a 
considerable number that were placed with small business, some 219 
contracts. 

Now, the explanation—— 

W Senator Maypanx. Can you tell me what a small business is, and 
I say that respectfully? How do you figure them up? I am asking 
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for information. I am serious. The general and the admiral said 
that they considered small business firms employing not more than 
499 people. What would General Services calculate? 

Mr. Mack. In general, that is our interpretation. 

Senator Maynank. In other words, anybody who employs less than 
500 people is small business? 

Mr. Mack. Yes, sir. 

Senator Maysank. Thank you. 

Mr. Mack. That is the rule as you know, as was placed by Small 
Defense Plants Administration. 

Senator MayBank. I know that. Again I will ask you, you run a 
very important agency, and there is a great deal of difference in the 
price of the things you buy; is that right? 

Mr. Mack. Yes, sit 

Senator Maysank. There would be a great deal of difference in a 
business employing 500 people making one item General Services uses, 
as against another. In other words, you would have to pay a great 
deal more for a certain type of chair you were buying or some bench, 
or something. There would be a whole lot more dollars concerned, 
where five people work here or there, in the items that you yourself 
buy. Would that not be correct? 

Mr. Mack. Of course we are dealing with low bids. 

Senator Maysank. | know that. Iam a friend of small business. 
I have been asking these questions to see if we perhaps can get a better 
adjustment. Small business is going to meet here tomorrow night. 
I am invited. I am going there. One thing that has come to my 
attention, and the main thing that I have seen, is what the small 
business needs, which I have determined from my mail recently, is 
long-term capital. 

That is their problem. I had several letters today, complaining 
about RFC being abolished and their attitude on this short-term 
capital. I was asking all of the witnesses that. I don’t mean to put 
you on the spot, Mr. Mack. I think you have done a good job. I 
merely want to know. I am going to ask everybody in the hearings 
on appropriations this year the same thing. 

Mr. Mack. It certainly raises a good deal of consideration, there 
is no doubt about that, and we have endeavored, as vou know, 
Senator, to do a very conscientious job in helping small business, 

Senator Maypank. I know you have. 

Mr. Mack. I would like to make this general statement. For the 
most part, as I said at the opening, our purchases are of common-use 
items. In other words, manufactured products, end products, off- 
the-shelf goods. The purchases that we make for the most part are 
of goods that have been already produced, and usually, at least as to 
the number of transactions, by far the large volume of numbers of 
transactions would be of purchases less than $25,000, because we are 
supplying civilian agencies, and our requirements, as you gentlemen 
know, in the civilian agencies are very small, as compared to the 
requirements of the military services. 

That, in general, is a very brief picture of what we buy, and the 
number of contracts that have been processed, and the result. 

Senator Maynank. You don’t have the 80-hour week? 


Mr. Mack. No, si 
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Senator MayspaNnk. There is no use to make a supposition then, 
You just don’t have it. You operate by low bid, except, under the 
law, that part which is retained for small business? 

Mr. Mack. These very few contracts, 5 out of 560, that were let 
on the basis of matching of bids. 

Senator MaysBank. But no 80-hour week? 

Mr. Mack. No. In fact, 3 were for paper cups and I don’t know 
what the other 2 were for 

Representative TaLtge. Mr. Chairman? 

The Vice CuarrMan. Mr. Talle. 

Representative TALL. Since there is a lull, I have a few items 

Have you made any set-aside awards whatsoever under Notification 
3s. 

Mr. Mack. No, sir We buy for other agencies, and we buy on the 
basis of requirements they submit to us. We are a buying organiza- 
tion for Federal agencies, except for the requirements that we buy for 
distribution through our own warehouse stores system. 

Representative TALLE. You don’t have or you haven’t had any 
experience, then, with the set-aside situation that we have been dis- 
cussing with the Defense Department? 

Mr. Mack. No, sir. 

Representative TALLe. It seems to me I read somewhere last 
September that GSA had something to say about this Manpower 
Policy No. 4 and Notification 38 we have been discussing here. 

Mr. Mack. That is right. 

Representative TALLE. Do you recall anything about that? 

Mr. Mack. I don’t know about the date, but we asked for exemp- 
tion from Notification 38, because of the nature of our business, as 
we have explained it. 

Representative Tatu. Was it the feeling of your agency that it 
was in the public interest to abandon it? 

Mr. Mack. It was our feeling that our purchases were not of the 
nature that would produce any real beneficial result through being 
within that scope. Also that it seemed to us that the policy was 
directed primarily to defense procurement of uniforms and volume 
buying of that sort, rather than the type such as we handle. (See ap- 
pendix, p. 108.) 

Representative TALLE. It seems to me that I remember Mr. Jess 
Larson had something to say about abandoning some of these practices 
in allagencies. Is that true? 

Mr. Mack. Yes, sir. He wrote a letter, suggesting that this plan 
be—let’s see just how it read—suggesting the revision of Defense 
Manpower Policy No. 4, and that was primarily because, at least from 
our viewpoint, so little result had been obtained from the application 
of it. That is, based on our own experience within our own agency. 
That letter was answered by Mr. Flemming. He made the points 
that this procedure does develop a mechanism which takes manpower 
factors into consideration, and which is, of course, a very logical 
point. We are now still following that procedure. (See p. 69.) 

Representative Tatute. As I remember your beginning testimony, 
out of 560 contracts, there were only 5 that related to this plan; is 
that right? 

Mr. Mack. That is correct. Out of 560 contracts, there were only 
5 that were awarded as the result of suppliers in these so-called 
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surplus-labor areas, saying “I will match the low bid,” of a bidder 
from outside of the area and doing so. 

Representative TALLE. Thank you 

That is all, Mr. Chairman. 

Senator MaysBank. I would like to ask him one question, Mr. 
Chairman, if he cares to answer it. I don’t know whether he cares 
to or not. I believe there is more information in the files than the 
one letter you mentioned. Do you know whether that is a fact or 
not? Has he had any correspondence on it? Did he recommend 
doing away with this policy? 

Mr. Mack. Yes, sir. That is the substance of his letter. 

Senator Mayspank. Could we have that letter for the record? Is 
it a public letter? 

Mr. Mack. Yes, sir 

Senator MayBank. Mr. Chairman, I would like to have that letter 
put in the record. 

Mr. Mack. That was January 18, 1953, and there was a reply to it 
by Mr. Flemming, on March 13 

Senator Maynank. What did Mr. Flemming say? 

Mr. Mack. He discussed the points raised in our letter and con- 
cluded with the statement that “accordingly, we do not believe that 
the value of Defense Manpower Policy No. 4 can be measured solely by 
the amount of contracts preferentially placed in surplus labor areas. 

“Tt has given hope to these areas, it has expressed the Govern- 
ment’s concern for their plight and it has provided some direct 
assistance.”’ 

Senator MaysBank. That is, the WPA purpose 

I said that. You didn’t. 

Representative Brown. I have no questions 

Mr. Mack. Mr. Elliot informs me that there was a further exchange 
of letters since those two that | referred to, and Mr. Forbes, Acting 
Administrator, in effect confirmed the position that Mr. Larson took 
in his earlier letter. 

Senator Mayrank. Mr. Forbes, who is 

Mr. Mack. Mr. Forbes has been Acting Administrato1 

Senator Mayrank. And he thought just like Mr. Larson thought 

Mr. Mack. That is right 

Senator Mayrank. Mr. Chairman, I don’t want to ask for any 
letters which should not be made public. I don’t want anything in 
vour files of that nature but any correspondence that is appropriate on 
the subject that I might have put in the record | would appreciate it, 
sir. 

The Vice CHarrMaANn. Will you submit it for the record, then? 

Mr. Mack. Yes, sir. We will get it 


. or 
(The letters referred to follow: 


lion. Henry H. Fow ter, 


Director of Defense Mo ition, Wasi yton 25, D. ¢ 
DeaR Mr. Fow ter: [In the interest of stated defense mobilization objecti ; 
the Director of Defense Mobilization issued Defense Manpower Policy No. 4, 
effective February 7, 1952, designed to channel Governme contracts into surplus 
labor areas The Department of Defense and the General Services Administra- 
tion were directed by that policy to take the necessary steps to give preference to 
surplus labor areas in accordance with findings of the Surplus Manpower ( ‘ 


mittee. 
Accordingly, on Mareh 31, 1952, I made the determination provided for i 
section 302 (ce 1) of the Federal Property and Administrative Services Act of 
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1949, as amended, as to the necessity to negotiate certain contracts during the 
current national emergency, and issued an order prescribing the surplus labor 
area preference procedure for compliance by the General Services Administration 
with Defense Manpower Policy No. 4. That preference, applicable to definite 
quantity contracts of $25,000 or more, of the Federal Supply Service of this Ad- 
ministration, consists of the opportunity for bidders furnishing products fabricated 
substantially in surplus labor areas to match the lowest price obtained from 
responsive bidders under negotiated competitive invitations to bid 

While the objective of that policy was praiseworthy, I feel, in part as a result 
of our experience, that in general, affording such preference to surplus labor areas 
is injurious to competitive enterprise and, in particular, is n 


ment for alleviating surplus labor condition More specifi 


that this process is time consuming, generall 





a sound arrange- 
ally, we have found 


fails to act 1e Ve the inte nce d results, 





1 
and, by removing the incentive and rewards for close bidding, adds to procure- 
ment costs and thus increases the bill to the taxpayers. 

While we realize that there has been some recognition of area unemployment 








distress on a specific indust basis, in general, surplus labor area designations are 
based upon the general index of unemployment in an area without regard to 

employment in specific industries Unemployment distress in many cases results 
not from any general unemployment, but from unemployment in specific indus- 
tries. Consequently, preferential awards are often made to concerns in so-called 
surplus labor areas which enjoy full employment and operate at full capacity. It 
follows that either the deliveries under the preferential awards will be delayed o1 


other orders will be set aside. It is difficult to see how such preferential awards 
confer any benefit wpon such surplus labor areas. On the other hand they do 
divert contracts from other areas and thereby sow the seeds for future unemploy- 
ment in such areas. Finally, it is our opinion that the channeling of a relatively 
few short-term (1 year) contracts to surplus labor areas is not a cure but a 
palliative, and not an altogether effective one. In many cases, by the time per- 
formance is required under preferential awards, unemployment conditions have 
disappeared as a result of natural economic forces. 

Vith respect to General Service 3 Administ ion contracts, luring the period 
from July 6, 1952, to November 30, 1952, the total dollar volume of contracts 
negotiated to give effect to that policy was $18,628,878, of which only $167,444 
to surplus labor areas solely as a result of surplus labor area prefer- 





( 


was channeled 


ence 

(side from ineffective of the policy insofar as General Services Administra 
tion contracts are concerned, in view of the broad considerations above expressed, 
I wish to commend to vour con ideration rescission of Defenss Manpow er Poliey 
No. 4. If that is not considered practicable at this time, I should like to recom 
mend that the order be amended to narrow application of the preference procedure 


to specifically designate industries within preference areas to avoid the inequities 
and unjustified preferences to which I have referred 
t 
od 


ESS LARSON, Administrator 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR 
Washington OF. 2. 6 bruary 6, 1968. 
Mr. RussEuu ForBEs, 
A ing Administrator, General Services Admin stration, 
Washington, D. C 
Dear Mr. Forses: On January 16, Hon. Jess Larson, Administrator of the 
General Services Administration, addressed a letter to the Honorable Henry H 
Fowler who was then serving as Director of the Office of Defense Mobilization, rel- 
ative to Manpower Policy No. 4 
I would appreciate it ever so much if you would review Mr. Larson’s letter and 
then indicate whether or not you and your associates concur in his point of view 
Very sincerely and cordially yours 
Arthur 8. Flemming, 
Acting Director 
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GENERAL SBRVICES ADMINISTRATION 
Washington, D. C., February 9, 1953. 
Hon. Artur S. FLEMMING 
Acting Director, Off et Defense Mohilization 


DEAR Mr. FLEMMING: In vour letter of Februarv 5 vou in ire whether mv 
associates and I concur in the point of view express« 
letter of . anuary 16 to tl 
Policy No. 4 

Before the preparat OY 
matter involved \ draf 
General Counsel in coll 
Service. This draft was 
conference in I 
Deputy Commissioner of 
with Mr. Larson before 1} Ss i 

You are therefore assured that Mr. Larson’s letter 
viewpoint of General Services Administration. 





Since rely yours 


EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., March 13, 1953 


Mr. Russeuu Forses 
Acting Administrator, General Services Administration. 
Der Mr. Forses: | appreciated receiving vour letter of February 9, regarding 











i ling 
Defense Manpower Policy No. 4. I should like to make some comments regarding 
the points made by Mr. Larson in his letter of January 16 on this s ipject 

Although it is true that administrative costs are raised somewhat in imple- 
menting the policv. we do not believe that it otherwise increases the bill to the 
taxpaver. We believe that the policy actually sults, in mat instances, in 
lower prices since a firm outside a surplus labor area is likely to make a better 
offer in order to make it more difficult for surplus labor area firms to ma 
If von have evid e to the contrary, we would | ry pleased to learn ¢ 
The Department of Defens bv its us if set-asides in procurem 1) 
Manpower Polic N $+, has fr Va ed definite ca SAVII 

The poliev is based upon ger rea u and i i 
distressed condition of mar areas is primaril Luc ) rtain indus . I 
preference procedure has not been narrowly applied to those industries becaus 
of the administrative ficulties of isolating a ' | rta lustr 
for this purpose, because Gove if ot erta I dauets 1s - 
sufficient to satisfactorily assist s, and uuSe as 
firm in an area helps that area i 
areas. If a firm operating a f i ra 1 Def 
Manpower Policy No. 4, it can il shift and t! t ) I 
to the alleviation of mplovme i i 1ot int if t I 
tracts should be awarded to fir! f up \ 
normal time schedules for delivery. aragraph 6 of t polic tates ft he 
General Services Administration l racts sis it 
other procurement + objectives.” 

No evidence has been adduced to indicate that the operation of the policy has 
resulted in diversion of contracts to an extent that would create unemployment it 
other areas. At present 32 areas are eligible for preference; these constitute only 


3.7 percent of the Nation’s nonagricultural employment. It is difficult to see how 
the relatively small number of contracts preferentially placed in these areas could 
have any significant impact upon other areas. Actually, partly as a result of the 
policy, 21 areas | e moved out of the group IV classification and ar ow no 
longer elizible for contract preference 

We agree with Mr. Larson that the operation of this policy is a palliative rather 
than a cure for unemployment in surplus labor areas. Some group IV areas have 
so few existing facilities that they have been denied preference under Defense 
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Manpower Policy No. 4. Such areas require programs of industrial development— 
largely a local responsibility. Other areas have such limited facilities that they 
have so far received few or no preferential contracts under the policy. Neverthe- 
less, reports from the field indicate that these areas have benefited to the extent 
that attention was focused upon their needs, information was provided them on 
how to obtain Government contracts, and they were motivated to make greater 
efforts to help themselves. 

Accordingly, we do not believe that the value of Defense Manpower Policy No. 4 
can be measured solely by the amount of contracts preferentially placed in surplus 
labor areas. It has given hope to these areas, it has expressed the Government’s 
concern for their plight, and it has provided some direct assistance. For the first 
time the Federal Government has developed a mechanism which effectively takes 
manpower factors into consideration in the placing of procurement. In a period 
of stepped-up mobilization, this consideration would quickly achieve much greater 
importance if the Nation were to maintain a balanced, full production economy. 
It is vital, tl erefore, that this mechanism be developed and perfected during this 
period of partial mobilization when its impact is small and it imposes relatively 
few difficulties upon procurement officials. 

For these reasons we do not believe that Defense Manpower Policy No. 4 
should be rescinded at this time. 

Sincerely yours, 
ArTHUR 8S, FLEMMING, 
Acting Director. 


The Vick CHAIRMAN. Have you any other questions? 

Senator MayBank. No. 

The Vick Cuatrman. Mr. Brown? 

Representative Brown. No questions 

The Vice CuarrMan. Senator Smith? 

Senator Smira. No questions. 

The Vick Cuarrman. Mr. Talle? 

Representative TaLLe. No questions. 

The Vice CuarrmMan. Thank you very much. 

That ends our hearing. Thank you all very much for coming 

Whereupon, at 3:35 p. m., Monday, May 4, 1953, the committee 
was adjourned.) 


APPENDIX 





(The following was ordered placed in the record: 
Marcu 20, 1952, 


IMPLEMENTATION OF DEFENSE MANPOWER Po.uicy No. 4 spy Munrmons Boarp 
DEPARTMENT OF Dt 


A. POLICIES 


l Defense Manpower Poliey No. 1, Issued DY re Director of Defe list vi 
bilization, contemplates the placement of procurement contracts by negotiatio 
with responsible concerns for substantial performance in areas of current o1 
imminent labor surplus in cases where the public interest dictates the need for so 
doing in order to achieve stipulated objectives 


2. A Surplus Manpower Committee has been created vhose members ar 
appointed by the Chairman of the Manpower Policy Committee from repr 
tative departments and agencies The Defense Manpower Administrati f 


the Department of Labor eertifies, under standards established by the S« 
tary of Labor, the existence of labor surplus areas; whereupon, the Committ 
obtains from appropriate agencies, manpower and facilities informatio ‘ 
makes suitable findings and reports them to the Director of Mobiliza 
with a recommendation that he notify the Department of Defense and the Ge 








Services Admunistration that the Director has concluded it to be in the p ( 
interest to give preferenee to such labor surplus he placeme f e 
tracts. This conclusion is made after the revi Committe 

dations by the Office of Defense Mobilization to ascerta whether such fi 


and recommendations may be reconciled with other policies affecting procure 
ment for which policies the Office of Defense Mobilization has responsibilit. 


lhe Department of Defense shall (a) determine what proe 

















ct Hie 
can be fulfilled by uti ion of the manpower skills and fac bed in t 
Committee’s survevs findings b) take all practicable ste _ consister wit 
other procurement and military objectives, other than pric whet! a 
ferential is authorized), to locate procurement in the areas covered by the Con 
mittee’s findings, and (ce) within a_reasonabl e, report to the Director of 
Defense Mobilization the steps taken. and furnish a other relevant informat 
requested by him 
1. Memorandum for the Secretaries of the Army, Navy, and Air Force fron 
the Secretary of Defense, dated 19 February 1952 and Mar 1952 deal with the 
above-mentioned Defense Manpower Policy No. 4 and dir that 
a) Any contract giving preference in the fo f a price differ la a 
distressed area inust be approved by the Secreta: f military depart! 
concerned before it becomes effective 
b) There shall be submitted monthly to the Senate and House Armed 
Services Committees and the Senate and House Appropriations Committees 
with a copy to the Secretary of Defense, a list of contracts awarded as a 
result of any preference under Defense Manpower Policy No. 4 his report 
shall show for each contract the amount, if an of any price differ il 
allowed 
B APPLICABILITY 
This directive covers the application within the Department of Defense « 
policies mentioned in part A hereof in the placement by the military departme 
of supply contracts in excess of $25,000 as to whi a substantial porti 
production mav be undertaken in an area of labor irplu This directive 
not apply to the placen ent of contract with firms i those industries wl nh are 
excluded pursuant to the provisions of Notification sued under Defense Man- 


power Policy No. 4 








~J 
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Cc. FORMAL ADVERTISING 


l rhe policies herein prescribe d do not in any way alter the present method of 
awarding contracts after formal advertising. Therefore, if formal advertising 
is determined to be the appropriate method to be utilized for a particular procure- 
ment, invitations for bid will be issued and awards made in precise accord with the 
provisions of ASPR, Section II, and the respective departmental procedures 
pertaining to formal advertising. In the implementation of this directive, 
contracting officers are cautioned not to engage in the practice of inviting bids 
by for nally advertised procurement and then rejecting all bids and resorting to 
negotiation; for, in so doing, bidders would quickly lose confidence in the competi 
tive bid system. Special care will be exercised to the end that bidders situated 
in labor surplus areas whose nanes appear on the appropriate bidders’ list will 
receive an opportunity to participate 

2. The policy provided in ASPR 2-—406.4 relating to the award of contracts in 
a “distressed employment area’’ shall be deemed to apply to both Group I\ 

Areas of Labor Surplus,” appearing in the “Bimonthly Summary of Labor 
Market Developments in Major Areas,”’ as published by the Labor Dey artment, 
and labor surp!us areas as may be certified by the Director of Defense Mobilization 

3. Nothing herein will be interpreted to prohibit the use, in appropriate cases, 
of ‘‘set-asides,” in conjunction with formal advertising, for exclusive production 
in labor areas. In situations in which a partial set-aside is so used, the following 
procedure will be utilized: 

a) Determine the optimum quantity which, because of manufacturing 
processes, would probably yield the most favorable price and issue invitations 
for bids for that quantity only, holding back the remainder for future place- 
ments by negotiation for production within a labor surplus area 

(b) I pon receipt of formal bids, undertake to negotiate the quantity held 
back with firms for production in the labor areas at prices equivalent to the 
lowest qualified bid received under the invitation for bids, in the manner 
prescribed elsewhere herein. 


D., NEGOTIATED PROCUREMENT 


1. The military departments will use their best efforts to award procurement 
contracts for s Ip} lies, including those in an amount of $25.000 or less, to con- 
tractors who will produce substantially within a labor surplus area to the extent 


that normal negotiation policies and procedures will permit. Such procurements 
are not considered as having resulted from the giving of a “‘preference”’ as that 


term is here inafter defined 


2 ‘Preference’ within the meaning of Defense Manpower Policy No. 4 and 
Notifications thereunder is defined to include any action necessary to award a 
procurement contract for production in a labor surplus area, solely because of the 
provisions of a Notification under said policy and without which the contract 
would not be so awarded. 

3. Where Office of Defense Mobilization Notifications state that contractors in 
certified areas ‘‘will be afforded the opportunity to meet prices obtainable else- 
where,’ the following will be adhered to: 

(a) The best possible terms should be negotiated with each firm. When 
the most acceptable proposal has been secured and when such proposal was 
not secured from a firm in a labor surplus area, qualified firms in labor sur- 
plus areas which have submitted proposals shall be given the opportunity, 
in turn (beginning with the firm which submitted the lowest proposal from 
labor surplus areas), of receiving the award bv mecting the otherwise ac- 
ceptable proposal. In so doing, :t is permissible to reveal the amount of 
the low acceptable proposal but not the identity of the firm or cost informa- 
tion pertaining to such proposal. 

b) If, subsequent to the initial solicitation of proposals, additional sup- 
pliers which will produce substantially in labor surp!us areas desire an oppor- 
tunity to submit quotations, such quotations may be received if the original 
negotiation has not been concluded and if the additional negotation will not 
unreasonably delay the procurement. If such late offer is received and ne- 
gotiation is undertaken, negotiation will be conducted as provided in sub- 
paragraph (a) above. 


E, PRICE DIFFERENTIALS 


Price differentials are not now authoiized under this policy. In the event 
such differentials are authorized, a supplemental directive will be issued. 


“J 


on 
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F. RECORDS AND REPORTS 


1. Each negotiated contract covered by this directive shall be documented to 
indicate: 
(a) The reasons why the contract was not awarded for production in a 
labor surplus area, if such is the fact 
(b) If the contract was awarded for production in a labor surplus area, 
whether such action resulted from the application of normal negotiation 
procedures, or by reason of “‘preference’’ as defined herein. If the latter 
the type of preference granted shall be indicated 
2. A reporting system and procedure for providing the information required by 
the Director of Defense Mobilization, and as may be required for internal manage- 
ment purposes, will be developed cooperatively by the staffs of the Munitions 
Board and the Military Departments 








JuLy 3, 1952 


IMPLEMENTATION OF NOTIFICATION 38, IssvuED PURSUANT TO DEFENSE MANPOWER 
Pouicy No. 4, By Munitions BoaRD, DEPARTMENT OF DEFENSE 


A. POLICIES 


.. Defense Manp ywer Poliev No i. Notification 38, issued bv the Director of 
Defense Mobilization, directs the placement of procurement contracts by negotia- 
tion with certain responsible manufacturers in the textile industry in cases where 
the public interest dictates the need of maintaining the effective functioning of the 
textile industry as a whole 

2. The Surplus Manpower Commitiece of the Office of Defense Mobilizatior 











after the holding of public hearings, made the following recommendations to the 
Director of Defense Mobilization in the interest of preserving skills and maintain- 
ing the productive facilities of the textile industr 
(a) That the Department of Defense accelerate procurement and delivery 
of the open-to-buy quantities under appropriations available for the remainder 
of the fiscal vear 1952 (now expired), and take similar action in the first half 
of fiscal vear 1953 as soon as the fiscal al 153 f is 1e a abl 
(b) That contracts be placed by the Depart t of BD nse and the 
General Services Administration, in accordance with such procedures as will 
give preference to those manufacturers who eaving operations (in tl 
case of weaving of integrated mills) or whose spinning operations (i1 ust 
of spinning mills) during the period of performance of such contracts will not 
be in excess of 80 hours per week (not including other supporting activities 
(c) That no preference be given in the pilacemel! of ich contracts to ar 
areas or particular cities within areas with respect to this industr 
d) That no provision be made for payment of any price differential 
After determining that the above recommendations do not conflict with other 
policies affecting procurement for which the Office of Defense Mobilization has 
responsibility, the Director of Defense Mobilizatior otified the Depart ent ol 


Defense and the General Services Administration that it is in the publie interest 
to give preference in the placement of Government contracts to the textile industry 
in accordance with the above recommendations 
3. Memorandum for the Secretaries of the Army, Navy, and Air Force from 
the Secretary of Defense, dated 19 February 1952 and March 1952 deal with 
above-mentioned Defense Manpower Policy No. 4 and direct that 

(a) Any contract giving preference in the form of a price differential must 
be approved by the Secretary of the Military Department cone 
it becomes effective. 

(b) There shall be submitted monthly to the Senate and House Armed 
Services Committees and the Senate and House Appropriations Committees, 
with a copy to the Secretary of Defense, a list of contracts awarded as a result 
of any preference under Defense Manpower Policy No. 4. This report shall 
show for each contract the amount, if any, of any price differential allowed. 








B. APPLICABILITY 


This directive covers the application within the Department of Defense of the 
policies mentioned in Part A hereof in the placement by the Military Departments 
of supply contracts for textiles in excess of $25,000. 








76 DEFENSE PRODUCTION ACT 


C. FORMAL ADVERTISING FOR TEXTILI 


] The polici s herein prescribe ido not in anv way alter the present method of 


awarding contracts after formal advertising Therefore, if formal advertising is 
determined to be the appropriate method to be utilized for a particular procure- 
ment, invitations for bid will be issued and awards made in precise accord with the 
provisions of ASPR, Section II, and the respective departmental procedures per- 
taining to formal advertising In the implementation of this directive, contract- 
ing officers are cautioned not to engage in the practice of inviting bids by formally 
advertised procurement and then rejecting all bids and resorting to negotiation 


for, in so doing, bidders would quickly lose confidence in the competitive bid 
systen Special care will be exercised to the end that all textile manufacturers 
whose names appear on the appropriate bidders’ list will receive an opportunity te 
b ] 

2. Nothing herein will be interpreted to prohibit the use, in appropriate cases, 
of “‘set-asides’”’, in conjunction with formal advertising, for exclusive productiot 


with the textile manufacturers who will meet the requirements of paragraph 
D3 (c) below In situations in which a partial set-aside is so used, the following 
procedure will be utilized: 

a) Determine the optimum quantity which, because of manufacturi: 
processes, would probably vield the most favorable price and issue invitatio 
for bids for that quantity only, holding back the remainder for future plac« 
ments by negotiation for production with the textile manufacturers who will 
meet the requirements of paragraph D3 (c) below 

b | pon receipt of formal bids, undertake to negotiate the quantity held 

back with firms for production with the textile manufacturers who will meet 
the requirements of paragraph D8 (c) below at prices equivalent to the lowest 
qualified bid received under the invitation for bids, in the manner prescribed 
elsewhere herein. 


D. NEGOTIATED PROCUREMENT OF TEXTILES 


1. The Military Departments will use their best efforts to award procurement 
contracts for textiles, including those in an amount of $25,000 or less, to those 
manufacturers who will certify that they will meet the requirements of paragrap! 


D3 (c) below to the extent that normal negotiation policies and procedures will 


permit. Such procurements are not considered as having resulted from the giving 
of a ‘‘preference’’ as that term is hereinafter defined. 

2 Preference” within the meaning of this implementation is defined to inelud 
al action necessary to award a procurement contract tor production of textile 
with a manufacturer who will meet the requirements of paragraph D8 (c) below 


and without which the contract would not be so awarded 


3. Manufacturers who meet the qualifications of paragraph a2 (b) above ‘‘will 
pe afforded the opportunit to meet prices obtair able eisewhere In accorda CC 
with the following 

a) Negotiations will be conducted with potential sources regardless of the 
number of hours worked per week. 
b) All requests for proposals shall state that award may be made in accord- 


ance with this Department of Defense implementation and all contractors’ 
er or not thev will meet the requireme! ts of the 


contract clause set forth in paragraph D: 


proposals must state w 
Cc below. 


2 
3 
his implementation involving prefer 





c) All contracts awarded pursuant to 1 
ence will contain the following clause: ‘‘The contractor warrants that during 
the performance of this contract, its total weaving operation (in the case of 
weaving or integrated mills) on behalf of the Government or otherwise, o1 
total spinnirg operations (in the case of spinning mills) on behalf of the Go 
ernment or otherwise, will not exceed 80 hours per week (not including other 


activities in support of such operations) at the plant(s) where this contra 
will be performed a? 

(d) The best possible terms should be negotiated with each firm. When 
the most acceptable proposal has been secured and when such proposal was 
not secured from a manufacturer which will meet the requirements of para- 
graph D3 (c) above, qualified manufacturers who will meet such requir¢ 
ments and who have submitted proposals not in excess of 120 percent of 
such most acceptable proposal shall be given the opportunity, in turn 
(beginning with the manufacturer who does meet such qualifications and 
who submitted the lowest proposal), of receiving the award by meeting the 
otherwise acceptable proposal. In so doing, it is permissible to reveal the 
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amount of the low acceptable proposal but not the identity of the manu 
facturer or cost information pertaining to such proposal 
(e) If, subsequent to the initial solicitation of proposal, additional manu 
facturers who will meet the requirements referred to in paragraph D3 ( 
above desire an opportunity to submit quotations, such quotations may be 
received if the original negotiation has not been concluded and if the addi 
tional negotiation will not unreasonably delay the procurement If suel 
late offer is received and negotiation is undertaken, negotiation will be 
«+ conducted as provided in subparagraph (d) above 
4. The Military Department will take appropriate action to implement thi 
recommendation contained in paragraph A2 above 


E. RECORDS AND REPORTS 


1. Hach negotiated contract covered by this directive shall be documented 
to indicate: 
(a) The reasons why the contract was not awarded for textile productio1 
in accordance with this implementation, if such is the fact 
(b) If the contract was awarded for production with a manufacturer 
meeting the requirements of D3 (c) above, whether such action resulted 
from the application of normal negotiation procedures, or by reason of 
“‘preference’”’ as defined herein. If the latter, the type of preference granted 
shall be indicated 
2. Reports, including the reports referred to in A3 (b), shall be submitte 


pursuant to Reports Control Symbol DD MB(FO)535, revised 





JuLyY 8, 1952 


Memorandum for: The Assistant Secretary of the Army (Research and Materiel 
The Assistant secretary of the Navy. 
The Under Secretary of the Air Force 
Subject: Defense Manpower Policy No. 4, Notification No. 38, Placement of 
Procurement with the Textile Industry 

1. The Acting Director, Office of Defense Mobilization, has notified the Seer: 
tary of Defense that, effective 4 June 1952, it is in the public interest to give 
preference in the placement of Government contracts to the textile industry in 
accordance with Notification 38 issued under the provisions of Defense Manpower 
Policy No. 4. 

2. The textile industry for the purposes of Notification No 3s is defined as 
set forth in the Excerpt Group 22 from “Standard Industrial Classification 
Manual,”’ published in the Government Printing Office by the Executive Offic 
of the President, 1945, Volume I, copy of which is attached as Inclosure No. 1 

3. It is requested that the Military Departments take immediate action to 
notify all contiacting activities of actions authorized and directed herein und 
Defense Manpower Policy No. 4, Notification No. 38 and the Munitions Boar 
implementation dated 3 July 1952, a copy of whic 


9 


h is attached as Inclosure No. 2 
fs] M. L. Rin 
Rear Admi al, S¢ F US NV. Vice Ch a man tor s ipply Mar agement 


28 November 1952 
Number 4105.32 
DEPARTMENT OF DEFENSE DIRECTIV! 


Subject: Implementation of Defense Manpower Policy No. 4. 
I. PURPOSI 


The purpose of this directive is to provide contracting officers with policies and 
procedures to be followed in the placement of procurement contracts by negot 
ation with responsible concerns for substantial performance in areas of « 
labor surplus as directed by notifications issued by the Director of De 
Mobilization. 

II. CANCELLATION 


Memoranda dated 20 March 1952 and 27 May 1952, and two memoranda 
dated 8 July 1952 addressed to the Military Departments from the Munit 


Board on this subject are cancelled and superseded by this directive 


123—58 6 
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lil, APPLICABILITY 


The attached implementation, a revision to the Munitions Board approved 
implementation of 20 March 1952, sets forth the policies and procedures applicable 
in the placement of supply contracts by negotiation in designated labor surplus 
area Specific attention is invite ito substantive changes made bv the Munitions 


Board on 18 September 1952 in paragraphs C3 and D3 (a) of the attachment. 
IV. DEPARTMENTAL IMPLEMENTATION 


The Secretaries of the Military Departments shall take action to implement 
this directive and shall submit revised regulations, procedures and instructions 
n duplicate to the Munitions Board within 30 days of the date of this directive 


i. 2). BMAts.. 
Chairman, Munitions Board 
28 Nov 52 
4105.32 (Enel. 1 
18 SEPTEMBER 1952. 


IMPLEMENTATION OF DEFENSE MANPOWER Pouicy No, 4 By Munitions Boarp, 
DEPARTMENT OF DEFENSE 


A. POLICIES 


1. Defense Manpower Policy No. 4, issued by the Director of Defense Mobiliza- 
tion, contemplates the placement of procurement contracts by negotiation with 
responsible concerns for substantial performance in areas of current or imminent 
labor surplus in cases where the public interest dictates the need for so doing in 

} 


order to achieve stipulated objective 


2. A Surplus Manpower Committee has been created, whose members are 





appointed by the Chairman of the Manpower Policy Committee from represent- 
ative departments and agencies The Defense Manpower Administration of the 
Department of Labor ce ies, under standards established by the Secretary of 
Labor, the existence of labor surplus areas; whereupon, the Committee obtains 


from appropriate agencies, manpower and facilities information, and makes 


to the Director of Defense Mobilization with 
a recommendation that he notify the Department of Defense and the General 
Services Administration that the Director has concluded it to be in the public 


interest to give preterence to such labor surplus areas in the placement of contracts. 
} } 


suitable findings and reports t! 








This conclusion is made after the r w of t Committee’s recommendations 
by the Office of Defense Mobilization to ascertain whether such findings and 
recommendations may be reconciled with other policies affecting procurement for 
which policies the Office of Defense Mobilization has responsibilit, 

3. The Department of Defense shall (a) determine what procurement contracts 
can be fulfilled by utilization of the manpower skills and facilities described in 
the Committee’s surveys and findings, (b) take all practicable steps, consistent 
with other procurement and military objectives, other than price (where a price 
differential is authorized), to locate procurement in the areas covered by the 
Committee’s findings, and (c) within a reasonal time, report to tl Director of 
Defense Mobilization the steps taken, and furnish any other relevant information 
requested DY him 

1. Memoranda for the Secretaries of the Ar , Navy, and Air Force from the 
Secretary of Defense, dated February 14, 1952, and March 25, 1952, deal with 
the above-mentioned Defense Manpower Policy No. 4 and direct that: 

Any contract givu preierence in the form of a price differential to a 
listressed area must be approved by the Secretary of the military department 


mecerned before it becomes effective 

There shall be submitted monthiv to the Senate and House Armed 
Services Committees and the Senate and House Appropriations Committees, 
with a copy to the Secretary of Defense, a list of contracts awarded as a 
result of any preference under Defense Vianpower Policy No. 4 This report 
shall show for each contract the amount, if any, of any price differential 
nllowed 

B. APPLICABILITY 


This directive covers the application within the Department of Defense of the 


policies mentioned in part A hereof in the placement by the military departinents 


DEFENSE PRODUCTION ACT 79 


of supply contracts in excess of $25,000 as to which a substantial portion of the 
production may be undertaken in an area of labor surplus. This directive does 
not apply to the placement of contracts with firms in those industries which are 
excluded pursuant to the provisions of notifications issued under Defense Mar 
power Policy No. 4 
C. FORMAL ADVERTISING 

1. The policies herein prescribed do not in any way alter the present method 
of awarding contracts after formal advertising Vherefore, if formal advertising 
is determined to be the appropriate method to be utilized for a particular pro- 
curement, invitations for bid will be issued and awards made in precise accord 
with the provisions of ASPR, Section I], and the respecti-e departmental pro- 
cedures pertaining to formal advertising. In the implen f this direec- 
tive, contracting officers are cautioned not to engage in e practice of inviting 
bids by formally advertised procurement and then rejecting all bids and resorting 
to negotiations; for, in so doing, bidders would quidklv lose confidence in e 
competitive bid system. Special care will be exercised to the end that bi 
situated in labor surplus areas whose names appear on the appropriate b 
list will receive an opportunity to participate 

2. The policy provided in ASPR 2-406.4 relating to the award of contracts 





ntation « 


e 
} 
t } 
I 





in a “distressed employment area” shall be deemed to apply to both Group IV 
‘Areas of Labor Surplus,” appearing in the ‘‘Bimonthly Summary of Labi 
Market Developments in Major Areas,’’ as published by the Labor Department 
and labor surplus areas as may be certified by the Director of Defense Mobilizatior 
3. The term ‘‘set-aside’’ as used herein identifies that method of procurement 
whereby a portion of the requirement is withheld from formal advertising and 


negotiated exclusively for substantial production in labor surplus areas. Set- 
asides have been used to a limited extent heretofore When in the publie interest 
to do so, a more extensive use of set-asides is hereby directed. In situations in 


which a set-aside is used, the following procedures will apply: 

a. Determine the optimum quantity which, because of manufacturing processes 
would probably yield the most favorable price and issue invitations for bid for 
that quantity (plus such additional quantity, if any, a Contracting Officer may 
deem appropriate), holding back a quantity at least equivalent te an economical 
production run for future placement by negotiation exclusively for substantial 





production in a labor surplus area. The invitation for bid covering the formally 
advertised portion shall give suitable notice that the set-aside procedure in aid 
of labor surplus areas may be utilized and that the right to participate in sub 


sequent negotiation for any such set-aside portion of the procurement requires 
that the firm must have submitted a bid within 120 percent of the highest award 
made under such invitation. However, the portion withheld for negotiatio1 
shall not be revealed prior to the opening of bids 
b. Undertake to negotiate the set-aside portion for substantial production it 
such labor surplus areas with responsible bidders who have submitted is 
conforming to the invitation for bids 
(1) At a price equivalent to the lowest jualified bid reeeived nder the 
invitation for bids when the award(s) is for a single price 
(2) Ata price determined by the Contracting Officer to be fair and reas 
able but in no event at a price higher than the highest price of an award 
made under the invitation for bids when the award(s) is at 
In the absence of changes in market trends and other factors requiring 
consideration, the Contracting Officer shail use for such fair and reasonabl 
price the weighted average. The weighted average shall be ascertained by 
adding the total dollar amounts of all awards then dividing such grand total 
by the total number of units included in all awards 
+. When this method of procureme¢ nt is tilized to give pre fe rence negotiations 
shall be conducted in the following order of preference 
a. Small business firms, beginning with the bidder who submitted the low: 
responsive bid. 
b. Large business firms, beginning with the bidder who submitted the lowest 
responsive hid. 
5. If full coverage is still not seenred, the unplaced portion of the set-aside 
may be procured in the most appropriate manner. 








D. NEGOTIATED PROCUREMENT 


1. The military departments will use their best efforts to award procurement 
-contracts for supplies, including those in an amount of $25,000 or less, to cor 
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tractors who will produce substantially within a labor surplus area to the extent 
that normal negotiation policies and procedures will permit. Such procurements 
are not considered as having resulted from the giving of a “‘preference’’ as that 
term is hereinafter defined 

2. “Preference”? within the meaning of Defense Manpower Policy No. 4 and 
Notifications thereunder is defined to include any action necessary to award a 
procurement contract for production in a labor surplus area, solely because of the 
provisions of a Notification under said policy and without which the contract 
would not he so awarded 

3. When Office of Defense Mobilization Notifications state that contractors 
in certified areas will be afforded the opportunity to meet prices obtainable in 
any labor market area classified by the Department of Labor as Group I, II 
or III, the following will be adhered to: 

a) The best possible terms should be negotiated with each firm. When the 
lowest acceptable proposal has been secured and when such proposal was secured 
from a firm in a labor market area. classified as I, II, or III by the Department 
of Labor, qualified firms in labor surplus areas which have submitted proposals 
not in excess of 120 percent of such lowest acceptable proposal shal! be given the 
opportunity of receiving the award by meeting the otherwise acceptable proposal 
n the following order of preference 

1) Small business firms, beginning with the firm which has submitted the¢ 
lowest acceptable proposal 
2) Large business firms, beginning with the firm which has submitted 

the lowest acceptable proposal, provided however, if the lowest acceptable 
proposal was secured from a small business firm outside the labor surplus 
areas, a large business firm shall not be given the opportunity of receiving 
the award by meeting such lowest acceptable proposal 


In conducting the above negotiations, it is permissible to reveal the amount 
of the low acceptable proposal but not the identity of the firm or cost information 
pertaining to such proposal. 

b) If, subsequent to the initial solicitation of proposals, additional supplier 
which will produce substantially in labor surplus areas desire an opportunity to 
submit quotations, such quotations may be received if the original negotiation 
has not been concluded and if the additional negotiation will not unreasonably 
delay the procurement If such late offer is received and negotiation is under- 
taken, negotiation will be conducted as provided in subparagraph (a) above. 


E. PRICE DIFFERENTIALS 


Price differentials are not now authorized under this policy. In the event 
ich differentials are authorized, a supplemental directive will be issued. 


F, RECORDS AND REPORTS 


1. Each negotiated contract covered by this directive shall be documented to 
indicate: 

(a) The reasons why the contract was not awarded for production in 
labor surplus area, if such is the fact. 

(b) If the contract was awarded for production in a labor surplus area 
whether such action resulted from the application of normal negotiatior 
procedures, or by reason of ‘“‘preference”’ as defined herein. If the latte: 
the type of preference granted shall be indicated. 

2. Contracts awarded pursuant to this directive shall be reported in accordanc: 
with DOD Directive 4105.24 dated 31 July 1952, Reporting of Contracts Placed 
in Labor Surplus Areas (Reports Control Symbol DD-MB (M)—535.R2 





28 November 1952 
Number 4105.33 





DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Defense Manpower Policy No. 4—Notification No. 38 
I. PURPOSE 


The purpose of this directive is to provide contracting officers with policies 
and procedures to be followed in the placement of procurement with the textil 
industry as directed by Notification No. 38 issued by the Director of Defens« 
Mobilization 
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II. CANCELLATION 
Paragraphs 1 and 3 of a memorandum, dated 8 July 1952, addressed to the 
Military Departments from the Munitions Board on this subject are cancelled 
and superseded by this directive 


Ill APPLICABILITY 








The attached implementation, a revision to the Munitions Board approved 
implementation of 3 July 1952, sets forth the policies and procedures applicable 
in the procurement of textiles by negotiation from responsible manufacturers 


meeting certain qualifications. Specific attention is invited to the substantive 


changes made by the Munitions Board on 18 September 1952 in paragraphs C2 


and D3 (d) of the attachment 


IV. DEPARTMENTAL IMPLEMENTATION 


The Secretaries of the Military Departments shall take action to implement 
this directive and shall submit revised regulations, procedures and instructions in 
duplicate to the Munitions Board within 30 days of the date of this directive. 

J. D. SmMaui 
Chairman, Munitions Board 


28 Nov 52 
$105.33 (Enel. 1 
LS SEPTEMBER 1952. 


IMPLEMENTATION OF NOTIFICATION 38, IssuED PuRSUANT TO DEFENSE MAN- 
POWER Pouicy No. 4, By Munitions BoAarp, DeEPARTMENT OF DEFENS! 


A. POLICIES 


1. Defense Manpower Policy No. 4, Notification 38, issued by the Director of 
Defense Mobilization, directs the placement of procurement contracts by nego- 
tiation with certain responsible manufacturers in the textile industry in cases 
where the public interest dictates the need of maintaining the effective functioning 
of the textile industry as a whole. 

2. The Surplus Manpower Committee of the Office of Defense Mobilization, 
after the holding of public hearings, made the following recommendations to the 
Director of Defense Mobilization in the interest of preserving skills and maintain- 
ing the productive facilities of the textile industry 

(a) That the Department of Defense accelerate procurement and delivery 

of the open-to-buy quantities under appropriations available for the remainder 
of the fiscal vear 1952 (now expired), and take similar action in the first half 
of fiscal year 1953 as soon as the fiscal year 1953 funds become available 

(b) That contracts be placed by the Department of Defense in accordance 

with such procedures as will give preference to those manufacturers whose 
weaving operations (in the case of weaving or integrated mills) or whose 
spinning operations (in the case of spinning mills) during the period of per- 
formance of such contracts will not be in excess of 80 hours per week (not 
including other supporting activities) 

(c) That no preference be given in the placement of such contracts to any 

areas or particular cities within areas with respect to this industry 

(d) That no provision be made for payment of any price differential 
After determining that the above recommendations do not conflict with other 
policies affecting procurement for which the Office of Defense Mobilization has 
responsibility, the Director of Defense Mobilization notified the Department of 
Defense that it is in the publie interest to give preference in the placement of 
Government contracts to the textile industry in accordance with the above recom- 
mendations. 

3. Memoranda for the Secretaries of the Army, Navy, and Air Force from the 
Secretary of Defense, dated 19 February 1952 and 25 March 1952 deal with the 
above-mentioned Defense Manpower Policy No. 4 and direct that: 

(a) Any contract giving preference in the form of a price differential must 
be approved by the Secretary of the Military Department concerned before 
it becomes effective. 

(b) There shall be submitted monthly to the Senate and Hous Armed 
Services Committees and the Senate and House Appropriations Committees, 
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with a copy to the Seer tary of Defense, a list of contracts awarded as & 

sult of any preference under Defense Manpower Policy No. 4. This report 
hall show for each contract the amount, if any, of any price differential 
allowed 





B APPLICABILITY 
his directive covers the application within the Department of Defense of th 
policies mentioned in Part A hereof in the placement by the Military Departments 
of supply contracts for textiles in excess of $25,000. 


( FORMAI ADVERTISING FOR TEXTILES 


|. The policies herein prescribed do not in any way alter the present method 


of awarding contracts after formal advertising — ‘refore, if formal advertising 
is determined to be the appropriate method to be utilized for a partic ular procure 
ment, invitations for bid will be issued and aws ards made in precise accord with 
the provisions of ASPR, Section II, and the respective departmental procedures 
pertaining to formal advertising In the implementation of this directive, con- 
tracting officers are cautioned not to engage in the practice of inviting bids by 


formally advertising procurement and then rejecting all bids and resorting to 
negotiation; for, in so doing, bidders would quickly lose confidence in the competi- 
tive-bid system. Special care will be exercised to the end that all textile manu- 
facturers whose names appear on the appropriate bidders’ list will receive ar 
opportunity to bid 








2. The term ‘‘set-aside’’ as used herein identifies that method of procurement 


whereby a portion of the requirement is withheld from formal advertising and 














neg ated exclusive!lv for substantial production with the textile manufacturers 
who will meet the requirements of Paragraph D3 (e) below Set-asides have 
been used to a limited extent er: When in the publie interest to do so 
a more extensive use of set-asides is hereby directed. In situations in which a 
set-aside is used. the following penannes will apply: 

(a) Determine the optimum quantity which, because of manufacturing 
processes, Would probably yield the most favorable price and issue invitations 
for bid for that quantity we: such additional quantity, if any, a contracting 
officer may — appropriate), holding back a quantity at least equivalent to 
an economical production run for future placement by negotiation exclusively 

th the textile manufacturers who will meet the requirements of paragraph 

3 (ce) below The invitation for bid covering the formally advertised 

yn shall give suitable notice that the set-aside procedure in aid of the 
textile manufacturers who will meet the requirements of paragraph D3 (ce 
may be utilized and that the right to participate in subsequent negotiation 
for an h set-aside portion of the procurement requires that the firm 
must have submitted a bid within 120 percent of the highest award made 
inder such invitation Ilowever, the portion withheld for negotiation shall 
not be revealed prior to the opening ot bids. 

b) Undertake to negotiate the set-aside portion with the responsible 
extile manufacturers who will meet the requirements of paragraph D3 (e 
below and who have submitted bids conforming to the invitation for bids: 

1) At a price equivalent to the lowest qualified bid received under the 
invitation for bids when the award(s) is for a single price 

2) At a price determined by the Contracting Officer to be fair and rea 
sonable but in no event at a price higher than the highest price of an award 
made under the invitation - bids when the award(s) is at multiple prices 
In the absence of changes in market trends and other factors requiring con- 
sideration, the Contracting Officer shall use for such fair and reasonable 
price the weighted average. The weighted average shall be ascertained by 
adding the total dollar amounts of all awards then dividing such grand total 
bv the total number of units included in all awards. 

3. When this method of procurement is utilized to give preference, negotiations 
shall | ‘Or ducted in the follow Ing order ot preference 


a) Small business firms, beginning with the bidder who submitted the 
iowest responsive bid ‘ 
b) Large business firm beginning with the bidder who submitted the 
lowest responsive bid 
4. If full coverage is still not secured, the unplaced portion of the set-aside ma 
be procured in the most appropriate manner 
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NI OTIAT » PROCUREMENT OL rEXTILES 
1. The Military Departments will use their best efforts to award procureme! 
contracts for textiles, including those in an amount of $25,000 or les to those 
manufacturers who will certify that they wi et the requirements of paragraph 
D3 (« below o the « ent that r a} ( rtiati« ee und proced = will 
permit Such procurement re not ¢o 1 as ha g resulted fro the 
Giving Ol a preier ce 4 a er he af te ce ed 
2 Prefe ce’ W it é ion is def ] 1 
necessal oO award a procul V4 ( ) f te iles 
liacture 10 wil ¢ e re urer 3 re lOW 
t which the mitra wt ( ( ( 
acture! vho ( { vlifica A2 (I Lbove 
orded the opportuni oO me rice é i r 
he followi! 
a) Negotiations will be conducted with potential sources regardless of the 
unber of hours worked per week 
} } he 


(Dp \ll requests for proposals shal! state tha award ma\ 





accordance with this Department of Defense in ation and all con- 
tractors’ proposals must state whether or not the) et the reouirements 
of the contract clause set forth in paragraph D3 

ec) All contracts awarded pursuant to this il ing 





pre ference will contain the following clause 

“The contractor warrants that during the performance of this contrac 
its total weaving operation (in the case of weaving or integrated mills) o1 
behalf of the Government or otherwise, or total spinning operations (in the 
case of spinning mills) on behalf of the Government or otherwise, will not 
exceed 80 hours per week (not including other activities in support of such 
operations) at the plant(s) where this contract will be performed.”’ 

(d The best possible terms should be n otiated with each firm When 
the most acceptal le prope sal has been secured and when such proposal was 


] 


not secured from a manufacturer which will meet the requirements of para- 
| | 
{ 


graph D3 (c) above, qualified manufacturers who will meet such require- 
ments and who have submitted proposals not in excess of 120 percent of 
such most acceptable proposal shall be give tl opportunity of receiving 
the award by meeting the otherwise acceptable proposal in the following 
order of preference: 

1) Small business firms, beginning with the firm which has submitted the 


lowest acceptable proposa 

















2) Large business firms, begin x with the firm which has sul 1 th 
lowest acceptable proposal, provided however f the lowest accept 
proposal WAS secured frou a small busine rm who Will I t mee the 
quirements of paragraph D3 (ec), a large business firm shall t be give 
opportunity of receiving the ward by ge suc owest acceptable 
proposal. 

In conducting the above negotiations tis pern et reveal the amount of the 
low acceptable proposal but not the identity of the wnufacturer or cost informa 
tion pertaining to such proposal 

(e) If, subsequent to the initial solicition of proposal, additional manu- 
facturers who will meet the requirements referred to in parag 
above desire an opportunity to submit quotations, such quot: 
received if the original negotiation has not been concluded ar 
tional negotiation will not unreasonably delay the procurement ‘ 
offer is received and negotiation is undertake votiation will be conducted 
as provided in subparagraph (d) above 

4. The Military Departments will take appropriate a to plement the 
recommendation contained in paragraph A2 above, 
E. RECORDS AND REPOR1 
1. Each negotiated contract covered by this directive shall be documented to 
indicate. 

a) The reasons why the contract was not or textile productior 
in accordance with this implementation, if s fact 

b If the contract was awarded for pr duction witl a manufacturer 
meeting the requirements of D3 (c) above, whether such action resulted 
from the application of normal negotiation procedures, or by reason of 








84 DEFENSE PRODUCTION ACT 


preference”’ as defined herein If the latter, the type of preference granted 
shall be indicated. 
2. Reports will be submitted pursuant to DOD Directive 4105.24 dated 31 July 
1952, Reporting of Contracts Placed in Labor Surplus Areas (Reports Control 
Symbol DD—-MB (M)—535.R2). This symbol will also apply to the reports 
required by A 3(b), above 


(General Hollis submitted the following, which was ordered inserted 
in the record.) 


NEGOTIATED PROCUREMENT OF TExtTILES BY ASTAPA Unper DEFENS! 
VMIANPOWER Po.ticy No. 4—NotTIFICATION 38 


Effective February 7, 1952, the Director of Defense Mobilization issued Defense 
Manpower Policy No. 4 for the stated purpose of providing for procurement by 
negotiated contracts and purchases with responsible concerns which are in an 
area of current or imminent labor surplus, in cases where the publie interest dic- 
the need for doing so in order to meet specified objectives. Provision was 
for the creation of a Surplus Ni ar power Committee to obtain necessary 
information and to recommend to the Director of Defense Mobilization appro- 
priate action to implement this policy. The Defense Manpower Policy also pro- 
vided that “where the application of this policy would have a major effect on the 
operation of an entire industry, appropriate recommendations shall be made to the 
Director relative to that industry in lieu of recommendations relative to specific 
geographical areas.”’ 

The Surplus Manpower Committee recommended to the Director of Defense 
Mobilization with respect to negotiated procurement of textiles under Defense 
Manpower Policy No. 4 “that contracts be placed by the Department of Defense 
and the General Services Administration, in accordance with such procedures as 
| give preference to those manufacturers whose weaving operations (in the case 
of weaving or integrated mills) or whose spinning operations (in the case of spin- 
ning mills) during the period of performance of such contracts will not be in 
excess of 80 hours per week (not including other supporting activities).’ Che 
committee further re commended that no preference be give n in the placeme nt of 
such contracts to any areas or particular cities within areas with respect to the 
textile industry and that no provision be made for the payment of any price 
differential This recommendation was adopted and promulgated on June 4, 
1952, by the Director of Defense Mobilization as Notification 38 to the 
Department of Defense and the General Services Administration 

The Department of Defense implementation of Notification 38 (DOD 
Directive No. 4105.33) was issued under date of November 28, 1952 However, 
ASTAPA operates under Army regulations and such regulations issued pursuant 
to Defense Manpower Policy No. 4 (Procurement Cireular No. 2, January 15, 
1953) provided that “the device of set-asides will not be used unless requests for 
set-asides are received from one or more concerns in a surplus manpower area 
hese will be considered and forwarded through channels on a case by case basis 
to the Assistant Chief of Staff, G—4.” This regulation was understood to be 
applicable to textile set-asides even though the basis was two-shift operation 
rather than location in a surplus labor area. No such requests for textile set- 
asides pursuant to Defense Manpower Policy No. 4 were received by ASTAPA 

Subsequently, this Agency received a memorandum from the Chairman of the 
Munitions Board dated January 19, 1953, directing that every effort be made to 
arrange a substantial set-aside as soon as possible for procurement of textile 
items to give preference to firms operating 80 hours or less per week. Arrange- 
ments were immediately made to comply with the instructions of the Munitions 


Board and the Board was advised by letter of February 5, 1953, as to the Agency 





plans for implementing such instructions. Set-asides were then being made for 
negotiated procurement from small business pursuant to joint determinations 
with Small Defense Plants Administration. Under this procedure the Agency 


determined in connection with each procurement request the optimum quantity 
which, because of manufacturing processes, would probably vield the most 
favorable price. Invitations for bids were issued and formally advertised for that 
quantity and, if feasible, an additional quantity was held back for negotiation 
with sma!l-business firms. Department of Defense directive implementing 
notification No. 38 prescribed the same procedure for determining the propriety 


and amount of set-asides of textile procurements under Defense Manpower 
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Policy No. 4 Accordingly, since the factors governing the set-asides were nor 
mally identical, the Agency propose d to make joint set-asides for negotiat 
with firms which would agree to operate 80 hours a week or less and with sma 


business firms. The Munitions Board concurred in the proposal and instr 


that under such joint set-aside procedure negotiations would be conducted in the 
following order: First, small-business firms which will agree to operate on a basis 
of 80 hours a week or less: second, large-business firms which will agree to operat 
on an 80-hour-a-week basis; and third, small-business firms which will not agree 
to operate on an 80-hour-a-week basis. In the event that complete coverag 
of the set-aside was not obtained as a result of such ne tiations, the remainder 


would be procured by formal advertising. These procedures were put into effect 
at the beginning of Februarv 1953. Negotiations are conducted in turn wit! 
each of the three groups deseribed above beginning with the firm in each grou} 
submitting the lowest bid on the formally advertised portion of the procurement 

In the negotiation of contracts with firms which will a 
a week or less, regulations provide for the payment of a fair and reasonable price 
in no event higher than the highest price of an award made under the relates 
invitation for bids. Such fair and reasonable price is considered to be the weightec 
average price of awards under the invitation for bids adjusted to give effect t 
changes in market trends and other factors requiring consideration. 

In order to « xpedite the procurement of textile set-asides, notice of intention té 
make such set-aside is now contained in the invitation for bids, and when appro 
priate, oral negotiations are conducted with firms which bid on the forn 


gree to operate SO hours 


i 
1 


advertised portion of the procurement without the delay incident to issuance of 


formal requests for proposals. The notice of a set-aside contained in the invita 
tion for bids on the formallv-advertised portion of the procurement states (hat 


participation in such negotiations may be limited to small business firms and to 


firms which have submitted a bid within 120 percent of the highest award there 
under, which will warrant operations on a basis of 80 hours a week or less The 
regulations exclude converters from the negotiation preference accorded to textile 
manufacturers which will agree to operate 80 hours a week or less since converte! 
are not considered to be manufacturers of finished textiles 


Procurement under the above set-aside procedures in favor of two-shift mills 


has not been in effect for a sufficient length of time to resolve all the problen 
they have raised or to determine whether or not it will increase the volume of 
awards to such mills 
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SuMMARY OF TEXTILE Awarps, Set-AsIDES, AND Price DIFFERENTIALS 


Table C-1 











FORMA AWARDS 
Lir New Mi t 
Eng! ' Atla utl Othe Potal 
! ; { ¢ 
( n 
1 S. Marine Corps 48, 571 789, 44 824, 796 , 962, 812 
2 U.S. Navy 06, 24 920, 472 ; 5 72 +, 601, 177 
3 U.8. Air Force 15, 86 848, 043 2 402, 5&¢ 366, 492 
4 | 5. Army 349, 195 17, 774, 107 2, 945 v 54, 068, 681 
T il 4.019. 874 20, 332, 067 41, 489, 408 157 65, 999, 162 
Synthet 
¢ U.S. Marine Corps 1, 003, 314 2, 428, 670 2, 2 4 687, 461 
é [ S. Na 138, 225 7h 71, ¢ 420 286, O31 
8 I S. Air Force 16, 486 707 32 18, 215 
9 I S. Army 615, 110 307 7 6, 066, 750 10, 079, 457 
10 Total 4 773, 1 2. 898, 279 8, 400, 230 420 16, 072. 064 
11 | Webbing: 1 Army (pool 2, 714, 280 85, G&¢ 916, 950 3, 717, 210 
Duck 
12 U.S. Navy 139, 229 139, 229 
13 U.8. Air Force 46, 720 46, 720 
14 U. 8. Army 2, 820, 784 707,615 | 21, 466, 312 24, 994, 711 
15 Total 2, 867, 504 707, 615 21, 605, 541 5, 180, 660 
Wool and worsted 
16 U.S. Marine Corps 148, 800 148, 800 
17 U.S. Navy 399, 012 6, 394 405, 406 
18 U.S. Air Force 141, 692 141, 692 
19 U.S. Army. 11, 042, 257 3, O98, 441 16, 948, 345 31, 089, 043 
20 Total 11, 590, 069 3, 246,527 | 16, 948, 345 31, 784, 941 
21 Grand total 5, 964, 862 | 27,270, 468 | 89, 360, 562 158,145 | 142, 754, 037 
Table i 
NEGOTIATED SET ASIDE AWARDS 
Summary 
Line Nev Middle 
- En ead eee South Other otal 
(1 (8 (9 (10 (11) 
Duck 
16 U.S. Army 1, 581, 360 659, 225 2, 240, 585 
17 Total 1, 581, 360 659, 225 2, 240, 585 
Wool and Worsted 
21 U. 8. Army 1, 286, 100 134, 32 1, 420, 425 
22 Total 1, 286, 100 134, 325 1, 420, 425 
23 Grand total 2, 867, 460 93, 550 3, 661, 010 
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Table C-3 


Summary 





Line 
I 
(1) 
Duck: 
16 U. 8. Army... 
17 Total 
Wool and Worsted 
21 U.S. Army... 
22 Total 
23 Grand total... 
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20, 336 
20, 336 


31, 400 | 


31, 400 


22, 485 
22, 48 
22, 485 
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Cost per $1,000 of procurement 
Cost per contract awarded 


Data are based upon projections 


curement workload 


June 1953. 


Administrative costs include all personnel, 
incurred by ASTAPA and elements in direct supp: 
Quartermaster Procurement Agency ser 


ASTAPA textile 


Cotton cloth 


procurements, 


dollar value and nut 
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Wool cloth 
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DEFENSE PRODUCTION ACT 
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DOD percent 
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textile procurements for 1952 made for the Army, Navy, 
signed to ASTAPA for procurement responsibility. 
goods over 12 inches in width, including cotton duck 


ces 
1, United S s production figures from Survey of Current Business, U. 8. Department of Commerce, 
Department of Defense orders from ASTAPA procurement records 


(The following was ordered inserted in the record.) 


(JENERAL SERVICES ADMINISTRATION, 
FEDERAL SUPPLY SERVICE, 
it a hingte M 25. D ( ; Se ple mber 10, 1952 
Memoranduin 
lo: Regional Director, Boston 
Regional Director, New York 
Regional Director, Washington, D. ¢ 
Regional Director, Atlanta 
; | Direct Chicage 
ial Director, Kansas City 
nal Dire , Dallas 
al Diree , Denver 
al Direc San Francisco 
} Director, Seattle 
nmissioner, ederal Supply Service, Washington 25, D. C 
Implementation of Defense Manpower Policy No. 4 


a 


There is transmitted herewith for your information Notification No. 57 on the 
placement of Government contracts for the shipbuilding industry, together with 
background material. This is forwarded to you solely for its informational value 
and no implementing action is necessary thereon for the reason indicated below 

Also attached are amendments to Notifications No. 38 (Textile Industry 
No. 53 (Apparel Industrv), and No. 57 (Shipbuilding Industry), which amend 
these specific notifications to the extent of making them inapplicable to the pro 
curement of textiles, apparel, and shipbuilding by the General Services Ad:minis 
tratior This means that the procurement of these commodities and services is 
to be conducted without regard to Defense Manpower Policy No. 4, either on a 
geographical area, or an industry basis. 

\ revision of Administrative Order No. 122 has either been issued by the time 
vou receive this information, or will be shortly The revised order provides that 
the procedure to be followed in purchasing supplies manufactured by the textile, 
apparel, and shipbuilding industries should be obtained from the Purchase and 
Stores Di-ision, Central Office. In view of the attached notification and amend- 
nents, it will not be necessary to observe the instructions contained in the revised 
order with respect to the foregoing industries. The revised order will be properly 


odified in the near future 


x 





